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Epitor’s Note: Mr. Nielsen here summarizes what his 
organization has thus far achieved in its well known ex- 
periments with mechanical devices for recording the use of 
radios by household consumers. What he has to say will be 
of interest to all marketing research men. 


HERE isnodenying the fact that mech- 
ade has effected remarkable re- 
ductions in the cost of producing goods. 
However, continued improvement in the 
American standard of living requires 
substantial reductions in the cost of dis- 
tributing goods from manufacturer to 
consumer, and I have long suspected 
that in the distribution field, too, the 
principles of mechanization could be ap- 
plied, with telling effect. 

While many examples could be cited, 
this paper will be confined to discussion 
of certain mechanical-electrical methods 


of measuring human behavior in the im- 
portant field of radio advertising. 

As a major marketing force, radio ad- 
vertising has grown by leaps and bounds. 
Partly because of this rapid growth and 
partly because of the comparatively in- 
tangible nature of radio problems, adver- 
tisers and broadcasters have found it 
impossible to secure more than a moder- 
ate fraction of the facts which could be 
used advantageously in planning and 
executing radio campaigns. 

The radio problems confronting an ad- 
vertiser are great in both number and 
complexity. The first and all-important 
question which he must answer is, “Shall 
we use radio?” If the answer to this ques- 
tion is “Yes,” a long series of further 
questions arises. Examples are: 
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1. What type of program shall be used, 
i.e., Variety, musical, news, serial, etc.? 

2. At what time shall the broadcasting be 
done, i.e., winter, summer, or both; 
what days of the week are best; what 
hours of the day are most favorable; 
and what should be the length of each 
broadcast (§ minutes, I1§ minutes, 30 
minutes, or an hour)? 

3. What broadcasting facilities shall be 
used, i.e., the basic chain networks, 
with or without certain of their supple- 
mentary networks, or spot, or local 
radio? 

4. What type of talent, i.e., the big-name 
type, or less costly talent with presum- 
ably smaller audiences? 

5. What shall be the exact nature of the 
script, both in regard to the entertain- 
ment and the commercial announce- 
ments? 

6. In what way shall the program be 
merchandised, i.e., how shall it be ad- 
vertised, shall there be point-of-sale 
promotions, contests, box-tops, etc.? 


The food and drug industries use a 
majority of the sponsored radio time; 
therefore, in serving leading advertisers 
with Nielsen Food and Drug Index serv- 
ice, it was natural that we would encoun- 
ter innumerable radio problems. And it 
was logical for these advertisers to sug- 
gest that, having placed other phases of 
their marketing operations on a factual 
basis, we should endeavor to develop a 
factual method of solving their radio 
problems. 

In 1936, without knowing how or 
whether it would be possible to place 
radio on a factual basis, we set up the 
following “Specifications for an Ideal 
Radio Research Service.”’ We believed 
that the ideal service must: 


1. Measure the entertainment value of the 
program (probably best indicated by 
the size of the audience—bearing in 
mind the scope of the broadcasting 
facilities). 


2. Measure the sales effectiveness of the 
program. 

3. Cover the entire radio audience, i.e., 

. All geographical sections. 

. All sizes of cities. 

. Farms. 

. All income classes. 

. All occupations. 

All races. 

. All family sizes. 

. Telephone and non-telephone homes, 

etc., etc. 

4. Sample each of the foregoing sections of 
the audience in its proper proportion, 
i.e., there must be scientific, controlled 
sampling—not random sampling. 

5. Cover a sufficiently large sample to give 
reliable results. 

6. Cover all types of programs, i.e., 

A. Chain. 

B. Local, spot, etc. 

C. Sponsored. 

D. Sustaining. 

. Cover all hours of the day. 

. Permit complete analysis of each pro- 

gram, e.g., 

A. Variations in audience size at each 
instant during the broadcast. 

B. Average duration of listening. 

C. Detection of entertainment features 
or commercials which cause gain or 
loss of audience. 

D. Audience turnover—from day to 
day or week to week, etc., etc. 

g. Reveal the true popularity and listen- 
ing areas of each station and each net- 
work, i.e., furnish an “Audit Bureau of 
Circulations” for the radio industry. 


TOAAMOA WD 


on 


A study was made by A. C. Niel- 
sen Company of all possible methods 
of meeting the foregoing specifications. 
This included studies of personal inter- 
view techniques, telephone interviewing, 
mail questionnaires and others. At the 
same time we thoroughly investigated a 
graphic recording instrument—known as 
the ‘““Audimeter”—for accurately meas- 
uring radio listening. This instrument 
was originally conceived by two mem- 
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bers of the faculty of Massachusetts In- 
stitute of Technology and in 1936 we 
assumed the task involved in its fur- 
ther development and commercializa- 
tion. Several forms of the instrument 
were developed in order to make it pos- 
sible to adapt the basic principle to all 
important types of radio receiving sets. 
As finally manufactured, one is con- 
trolled and actuated largely mechani- 
cally, while another employs remote con- 
trol electrical means. One type of audi- 
meter is shown in Fig. 1. 

After it is properly installed in a radio 
receiver, the Audimeter makes a graphic 
record of all the times at which the set 
was turned on or off, and the station to 
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which it was tuned at every instant of 
the day or night for a period of a month. 
The record actually occupies a piece of 
tape about 100 feet long and about 3 
inches wide. A section of such a tape is 
shown in Fig. 2. 

With a total of several thousand Au- 


dimeter homes, carefully selected and 
spread over the entire United States in 
such a manner as to furnish a true cross- 
section of all radio listening, we can meet 
the aforesaid rigid specifications for an 
ideal radio research service. For about 
three years we have operated 200 of 
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these instruments in a cross-section of 
homes in the Middle West. (Additional 
Audimeters are being delivered to us 
now, and a total of 1,000 will soon be in 
operation.) 

At first glance a sample of 200 Audi- 
meters may seem rather small, but it 
must be kept in mind that each of these 
remarkable instruments produces, in the 
course of a year, an amount of informa- 
tion approximately equal to that which 
could be obtained from about 500,000 
coincidental telephone calls! In other 
words, these 200 Audimeters have pro- 
duced, to date, a volume of information 
approximately equal to what could have 
been secured only by the use of about 
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300,000,000 coincidental telephone calls! 
Furthermore, the Audimeter produces a 
great deal of information which cannot 
be secured by any other method. 

At present we are proceeding with a 
plan to expand this system to cover more 
territory. Homes will be proportioned 
carefully to get a correct representation 
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CHART I 


of each section of the country, each city 
size, each income class, each occupation, 
each race, telephone and non-telephone 
homes, etc. Once established, this home 
sample will not be changed, for it is im- 
portant to insure comparability of suc- 
cessive reports. 


INVENTORIES IN HoMEs 


Once each month the Audimeter home 
is visited to remove the record tape and 
insert a new one. An inventory of radio- 
advertised commodities is also taken 
(pantry, bathroom, etc.) to aid in deter- 
mining the sales effect of radio advertis- 
ing. When the Audimeter tapes reach our 


Chicago plant, they are decoded in spe- 
cially designed machines which punch 
at least one tabulating card for every 
switch of the tuning dial. For a sam- 
ple covering the entire country about 
50,000,000 cards will have to be punched 
annually. 

After tabulation and computation, the 
elaborate resulting statistics will be in- 
terpreted and applied to the problems of 
radio advertisers, agencies, chains, inde- 
pendent stations, and even possibly ra- 
dio artists. The comprehensiveness and 
complexity of these statistics are sug- 
gested by the fact that each monthly 
Nielsen Radio Index report is bound 
in seven volumes, containing about 3,000 
pages and over 1,000,000 figures. Let us 
inspect some of the most interesting facts 
which have been revealed by the Nielsen 
Radio Index work to date. 


FLUCTUATIONS IN LISTENING 


What is the average amount of time 
spent listening to the radio from month 
to month and from season to season? 
Chart 1 shows the average hours of lis- 
tening per day per radio set by four- 
week periods for 56 weeks. This com- 
parison is important in that it reveals 
the extent of the difference between sum- 
mer listening and winter listening, but 
it is also significant in showing that there 
is a fallacy in the common belief that 
there are only two levels of listening—a 
“summer level” and a “winter level.” 
Chart 1 makes it clear that the variation 
in listening from summer to winter is a 
gradual one. 


TELEPHONE vs. NON-TELEPHONE HoMES 


Another interesting question concerns 
the total amount of radio listening in 
non-telephone homes compared with tel- 
ephone homes. To date, most radio re- 
search has been done in the telephone 
homes, which, generally speaking, com- 
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prise the upper income portion of the 
population range. 

Chart 2, showing telephone vs. non- 
telephone listening by hours of the day, 
reveals how much every portion of the 
day is worth to the radio broadcaster. 
Notice that there is no constant ratio be- 
tween the telephone and non-telephone 
listeners. At certain times of the day 
they do the same amount of listening, 
but at other times it is almost two to one 
in favor of the non-telephone homes. 


AUDIENCE STUDY 


With Nielsen Radio Index data, de- 
tailed analyses of the audience for a pro- 
gram can readily be made. (See Chart 3.) 
All radio families in the country can be 
divided into city-size and income groups. 
For any specific program we can analyze 








PHONE vs. NON-PHONE LISTENING 


AVERAGE FOR 6 MONTHS 














=z 
Cc 
a 
z 
Oo 
=z 
Loa] 
= 
o 
& 
a 
— 
— ss 


9 
a *v--" 
















































































wt | 
F | PHONE HOMES | 
Hh i)ATT AY 
1 
r 
M/ 
, 
+6 Mu ee 1-12 12 M MM " 10 
AM, PM. 
BY HOURS OF DAY 
CHART 2 


the audience (as shown in the chart) and 
thus find out whether the program is get- 
ting the desired distribution of its audi- 
ence. If not, efforts can be made to 


bring about a more profitable distribu- 
tion. And, as time goes on, the ¢rend will 
show whether the efforts to increase the 
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CHART 3 


appeal of a program to certain sections of 
the audience are effective. 


MinvuTE-BY-MINUTE AUDIENCE CURVES 


We see in Chart 4 another type of 
information which only the Audimeter 
can furnish. Here we have a minute- 
by-minute audience curve for a popular 
evening program. We see the length of 
time required to build up the audience 
to its peak value, and we also note that 
there is a rapid decrease in the size of 
the audience after the star says “Good 
night.” This means that the closing com- 
mercials are delivered to a considerably 
smaller audience than was available dur- 
ing the middle of the program. 

In Chart 5 we see the audience curve 
for a program which, while relatively 
weak, has the advantage of being sand- 
wiched in between two very popular pro- 
grams. 
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CHART 4 
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Maintenance of a steady audience, 
over a period of several minutes, does 
not necessarily prove that listeners are 
not being lost. In Chart 6 we show 
how the Audimeter actually records both 
gains and losses simultaneously. The un- 
usual opportunities for program im- 
provement are obvious. 


THE Ratinc or A Rapio ProGRAM 


With the Nielsen Radio Index we ob- 
tain a rating for each program, and 
Chart 7 shows the ratings of six leading 
evening hour shows. It also reveals the 
average number of minutes listened by 
those who tune in to each program. As a 
matter of fact, from our data itis possible 
to calculate six different types of pro- 
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CHART 7 


gram ratings, all of which have certain 
significance. All of these figures are of 
definite value to men whose duty it is to 
plan the details of radio entertainment. 





S1zE OF AUDIENCE REACHED BY Two 
PROGRAMS OF ONE SPONSOR 


Another interesting radio advertising 
question arises when the advertiser is 
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considering the use of an additional pro- 
gram in an effort to reach that portion 
of the audience missed by his basic pro- 
gram. With the Nielsen Radio Index we 
can determine the degree of duplication 
between the two audiences. Chart 8 cov- 
ers a recent case. The basic program 
(program “‘A”’) reached 55% of the radio 
families each month. A sustaining show 
(program “‘B’’), reaching 42%, was being 
considered for the task of reaching the 
maximum possible portion of the 45% 
missed by program “A.” But there was 
no assurance that ““B” would not largely 
duplicate the audience already covered 
by “A.” The Audimeter data answered 
the question by revealing that ““B” adds 
an 18% segment to the audience reached 
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by “A”; a 24% segment represents du- 
plication. 


AUDIENCE TURNOVER 


It is quite well recognized that the 
graphic recording instrument method of 
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CHART 9 


radio research is the only one that can 
provide accurate information on audi- 
ence turnover. By the audience turn- 
over factor we mean the ratio of the 
total number of individual radio families 
reached by a certain radio program in a 
designated period of time to the average 
number reached by any one broadcast. 

A further clarification of the subject of 
audience turnover is presented in Charts 
g and 10. The fact that the same people 
are not listening during each broadcast, 
even though the program rating remains 
fairly constant, is quite well recognized. 
This is shown in Chart 9 in which the 
families gained and lost by successive 
broadcasts are indicated graphically. 
The computed turnover factor for the 
program shown in Chart g is 1.875-the 


ratio of the total number of families 
reached in the month, namely 75%, to 
the average families reached per broad- 
cast, namely 40%. 

It will be noted that the audience 
turnover factor varies with the length of 
the program and the frequency of the 
broadcast, as shown in Chart 10. Here 
some minimum and maximum turnover 
factors are listed for hour programs 
broadcast once a week, half-hour pro- 
grams broadcast once a week, and fif- 
teen-minute programs five times weekly. 
The turnover factors for fifteen-minute 
programs broadcast five times weekly are 
computed for a four-week period and 
cover a total of twenty broadcasts, which 
accounts for the high turnover factor. 
From Chart Io we note that even though 
a fifteen-minute daytime show broad- 
cast five times per week may have but a 
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relatively small rating, in the period of 
a month such a program can readily 
reach a large percentage of the radio 
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audience. For example, if a program has 
a rating of only 5% (percentage of total 
radio families reached per broadcast) 
and has a turnover of 7.4, during a 
period of a month the program has actu- 
ally reached 37% of all radio families. 
This is as high as the audience reached 
in four weeks by many evening hour 
shows. 


Wuat TIME INTERVALS BETWEEN 
D1a_ CHANGES 


At this point it will be of interest to 
mention that some criticism has been 
leveled at the Audimeter on the ground 
that it shows only what people are tuned 
to, and does not prove that anybody in 
the room is listening. Perhaps they are 
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talking to their neighbors over the back 
fence and have left the radio set turned 
on. We suspected that people were a 
little too thrifty to do that, because they 
know the radio uses electricity. Chart 11 
proves that no very substantial amount 


of radio broadcasting is delivered to 
empty rooms, because 55.7% of the 
listening periods are less than fifteen 
minutes. They cannot tune the set toa 
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CHART 12 


different station unless they are in the 
room! Nearly 19% of the listening peri- 
ods are only fifteen to thirty minutes. 
In very few cases do we find that the 
radio set has been turned on for as long 
as an hour and allowed to remain on one 
station. Of course, even in these cases 
there is no assurance that the person is 
out of the room. But, at the worst, the 
error would be very small. Incidentally, 
the average listening period is only 28 
minutes, i.e., the average person lis- 
tens only 28 minutes before changing the 
dial. 


An “ABC” ror Rapio 


Now turning to station coverage data, 
Chart 12 analyzes the daytime and eve- 
ning listening from the standpoint of the 
various stations in an area. Data of this 
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sort will reveal the true popularity of 
the various stations in each area and 
should provide, for the radio broad- 
casting industry, the equivalent of the 
information furnished by the Audit Bu- 
reau of Circulations regarding the cover- 
age of statistics of various magazines and 
newspapers. 


ATHLETIC Events 


Of special interest to the sports fans 
and sports announcers is Chart 13 in, 
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September, which also marked the end 
of the baseball season. Note the marked 
drop in listening to this station beginning 
with October. 


Wuat Asout Network AFFILIATION? 


We point to another important factor 
in the amount of listening to specific 
stations, as revealed by the Nielsen Ra- 
dio Index, and as shown in Chart 14. 
Here an effect of station affiliation with 
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CHART 13 


which is shown graphically the marked 
increase in radio listening to station “C”’ 
in summer—a direct result of the base- 
ball broadcasts by this station. Whereas 
the total listening to the radio gradually 
decreases in the spring and summer 
months, the listening to station “C” 
jumps up sharply with the months of 
April and May when baseball broadcasts 
get under way. This relatively high level 
of listening to station “C’”’ continued 
throughout the summer until the end of 


networks is portrayed. Station “A” be- 
came affiliated with a leading network 
during the latter part of September. Note 
the resulting sharp increase in the 
amount of listening to this station. On 
the same chart we have also shown what 
happened when a station in the same 
area dropped its network affiliation. Sta- 
tion “B” canceled its network affiliation 
late in September, and we observe an 
immediate, decided drop in the amount 
of listening. 
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SALES EFFECTIVENESS OF RADIO 
PROGRAMS 


With the aid of the monthly Audi- 
meter home inventory, already men- 
tioned, the Nielsen Radio Index will also 
reveal the sales effectiveness of various 
programs. This is done with the aid of the 
actual inventory records revealing the 
products used by each home. After a 
few months of broadcasting, it becomes 
possible to separate the listeners to any 
program from the non-listeners, and then 
draw two curves such as we see in Chart 
15. With a better trend of usage of the 
products among the listeners than we 
find among the non-listeners, we have 
evidence that the program is selling 
goods. On the other hand, when the 
two curves are parallel, we may safely 
conclude that the buying habits of the 
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CHART I4 


sponsor’s radio audience are not being 
influenced materially by the program. 
(Chart 15 is not based on an actual case, 
for we have developed several methods 


of correlating listening and inventory 
records, and selection of the standard 
method has not yet been made.) 

In addition to the above, the Nielsen 
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CHART 15 


Radio Index will make available a great 
many other types of information, but the 
foregoing serves to set forth some of the 
basic information that is produced. 

The Audimeter represents a real step 
toward the mechanization of marketing 
research in the radio field. Not only will 
it provide answers to a great variety of 
direct radio problems but also, with the 
aid of the monthly household inventory, 
it will provide solutions to other impor- 
tant distribution problems. By recording 
only facts, and eliminating the need for 
guess-work influenced by personal bias 
and memory factors, the Audimeter 
should aid greatly in placing radio ad- 
vertising on a factual basis. 


THE REMAINING TASK 


Technical development of this precision 
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instrument has presented an engineering 
and scientific problem of major dimen- 
sions. Although the inventors turned 
over to us, in 1936, a basically sound 
Audimeter which worked fairly well 
under certain conditions, A. C. Nielsen 
Company has found it necessary to 
spend nearly six years, and over $600,000 
to develop this original instrument from 
the laboratory stage to a point where it 
may be relied upon to produce accurate 
results under all conditions found in 
homes and in radio sets of all types, 
makes and models, and to get the instru- 
ment into successful production on a 
quantity basis and at reasonable cost. 

Included in the foregoing program was 
the task of developing the special ap- 
paratus required for decoding the Audi- 
meter tapes and punching the listening 
data on tabulating cards. During the 
past two years, this work has been mech- 
anized to such an extent that the labor 
required for this one operation, on a 
national basis, has been reduced from 
200 persons to about 35. 

Substantial effort has also been re- 
quired to develop all tools, techniques 
and personnel needed for the installation, 
testing, calibration, maintenance and re- 
pair of the Audimeters and decoders. 

The entire engineering development 
has required not only the technical skill 
of our own organization but also the 
practical aid of over 200 corporations 
who have contributed their specialized 
talents to the solution of the hundreds 
of specific problems encountered. 


THE Business PROBLEM 


But even the completion of this 
elaborate engineering and manufacturing 
program does not, of itself, solve the 


radio advertiser’s problems. Perhaps the 
most intricate and difficult step of all is 
to transform the perfected instrument 
into a successful business operation. How 
many marvelous inventions fail in this 
final step! 

To insure against such failure in this 
case we have actually operated, for 
nearly three years, a Nielsen Radio Index 
Service (using 200 Audimeters) which is 
complete in all essential details, except 
that we have steadfastly refused to ac- 
cept customers! But this pilot operation 
has been conducted as meticulously as 
if the major decisions of all radio ad- 
vertisers had been dependent on the 
soundness and accuracy of our tech- 
niques. Thus most of the hazards usually 
encountered in the inauguration of a 
highly technical operation on a commer- 
cial basis have been eliminated. Expan- 
sion to a service of commercial dimen- 
sions can now be made with complete 
confidence. 

Simultaneously much time and effort 
has been devoted to the equally complex 
task of developing policies and servicing 
methods which will insure equitable treat- 
ment for every major element in the 
radio industry—advertisers, advertising 
agencies, broadcasting chains, independ- 
ent stations and artists. 

This comprehensive effort to mech- 
anize radio advertising, and thereby 
place executive decisions on a factual 
basis, has required an unexpected amount 
of time, money and perseverance—but 
having witnessed what factual marketing 
research has achieved for the food and 
drug industries, we are firm in our belief 
that the results of radio mechanization 
will prove fully worth the effort. 
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SELECTION OF TABULATION METHOD, 
MACHINE OR MANUAL 


MARY R. PATON 
Market Research Division, The Hooper-Holmes Bureau, Inc. 


Eprror’s Note: Mrs. Paton’s discussion offers an in- 
teresting contrast to that of Mr. Nielsen in the preceding 
article because of its demonstration that hand operations 
still hold an important place in this age of mechanization. 


HE growing popularity of machine 
"ll ouieden in recent years sometimes 
causes one to overlook the fact that any- 
thing which can be tabulated by Hol- 


tainable only on a yearly rental basis and 
therefore are not economical to maintain 
unless there is a large and steady volume 
of tabulating work to be done. In order 
to avoid unnecessary involvement, it 
also has been assumed that the deadline 
date is not a major consideration and 
that the necessary personnel is available 





lerith or Powers machines also can be 
tabulated manually. The choice between 
the two methods, when reduced to its 
barest minimum, is determined by their 
relative cost. This, in turn, is dependent 
almost entirely upon the relative amount 
of time required to complete each of the 
operating steps necessary to the two 
methods. 

The cost of tabulation by either 
method varies greatly with the individual 
research project. In one case the cost of 
using punched cards may be half that of 
doing the tabulation by hand. In another 
instance, the machine cost may be greatly 
in excess of manual cost. Every tabula- 


at all times. 


The operating steps involved in ma- 


chine and manual tabulation are as 
follows: 


~~ 
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Machine Tabulation 


. Precoding the questionnaire 
. Editing returned questionnaires 


Coding returned questionnaires 


. Punching cards 
. Verifying cards for accuracy 


Preparation of posting sheets 
Machine counting and sorting 


. Posting machine results 

. Totaling posting sheets 

. Percentaging 

. Recapping (only for ranked or alphabetic tables) 


Manual Tabulation 


tion problem has to be considered in- A. Editing returned questionnaires 

dividualiy herau ldom are the r B. Preparation of inventory sheets for tally 
iauany Occause se oe we C. Tallying the answers 

quirements of two surveys identical. No _D. Verifying the tally 

broad general statement can be made “4 ~ nen ety — 
- : ° . Preparation of posting sheets 

which will apply to every job. Therefore G. Posting summarized tally resulis 

the purpose of this article is to discuss H. Totaling posting sheets 

only certain general characteristics of 1. ee i atime did 

questionnaires and specifications used in > Recapping (only for ranked or alphabetic tables 


their analysis in relation to the time 
element involved in each of the operating 
steps. 

This article assumes that the selection 
of method lies between one’s own em- 
ployees for manual tabulation and an 
outside tabulating service bureau for 
machine tabulation. Machines are ob- 


Comparison of the operating steps in 


machine and manual tabulation reveals 
four which are identical—editing re- 
turned questionnaires, 2 and A; totaling 
posting sheets, 9 and H; percentaging, 
10 and I; recapping, 11 and J. These 
four steps involve identical operations 
by either method and hence identical 
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time. The remaining steps in machine 
and manual tabulation to some extent 
are similar. For example, step 7, machine 
counting and sorting, is closely equiva- 
lent to step C, tallying the answers, and 
step 8, posting machine results, is some- 
what akin to step G, posting summarized 
tally results. It would appear that steps 
6 and F are alike, preparation of posting 
sheets, but this operation in machine 
tabulation includes the thinking through 
and laying out of instructions for ma- 
chine operators whereas in manual tabu- 
lation it is concerned solely with provid- 
ing a work sheet for posting tally results 
for individual breakdown summaries. 

Verifying cards for accuracy, step 5, 
and verifying the tally, step D, are simi- 
lar in purpose only. In the first method, 
this operation is performed by special 
verification punch machines or by read- 
ing the punched cards back against the 
original coded questionnaires, while in 
manual tabulation verifying the tally 
is made by different persons retallying a 
given proportion of another’s original 
tally. Steps which are entirely incom- 
parable on machine tabulation are (1), 
precoding the questionnaire, (3), coding 
returned questionnaires, and (4), punch- 
ing cards. In manual tabulation, step B, 
preparation of inventory sheets and E, 
summarizing, are completely unlike ma- 
chine steps. 

Cursory inspection of these steps might 
lead to the belief that because manual 
tabulation involves one less step than 
machine tabulation it will be faster, or 
that the first four steps in manual tabu- 
lation can be completed considerably 
before the punched cards even reach the 
card counting sorters. In many cases, 
such an assumption would be correct. 
Actually, in many instances, steps A 
through D are completed in the same or 
even less time than it takes for steps (2) 


and (3). 


Another way to express this would be 
to say that the tally can be completed 
before the coding. In view of this, there- 
fore, it becomes necessary to determine 
whether the time requirements after the 
tally is completed are in any way equal 
to the time requirements for the balance 
of the machine work after coding is com- 
pleted. As has been pointed out, the last 
three steps in either method are identical, 
so that the problem reduces itself to 
whether steps E, F and G by manual 
tabulation can be performed in the same 
length of time as steps (4) through (8) 
by machine tabulation. It is possible in 
some cases for this to be true. It is also 
quite possible that steps FE, F and G will 
consume as much as or even more time 
than a/] the steps, (1) through (11), 1 in 
machine tabulation. Therefore, it is ob- 
vious that these steps in manual tabula- 
tion are of primary importance to correct 
determination of the method to be used. 
This determination, in turn, is controlled 
by the following broad characteristics 
of either the questionnaire or the speci- 
fications for analysis: 


1. The size of the job 
2. The number of breakdowns desired in 
tabulating 

. The number of cross analyses 

4. The possibility of future new break- 

downs or cross analyses being wanted 

The amount of commentary material 

The number of questions dealing with 

reasons for respondents’ behavior 

7. The number of scattered brand cate- 
gories for which information is wanted 


Size of the Fob—The size of a job is 


based on two factors: the size of the 


w 


ay 


sample and the length of the question- 
naire. A survey comprised of 200 or 300 
interviews usually costs more to tabulate 
by machine than by hand because the 
time involved in precoding, editing, cod- 
ing and punching—the preparatory work 
—more than offsets the time saved by a 
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card counting sorter. A survey of this 
size quickly precludes the use of many 
breakdowns. Such a survey usually can 
be completed by manual tabulation in 
the time it takes to prepare the question- 
naires for card punching. Likewise, a sur- 
vey of considerable sample magnitude, 
Over 3000 questionnaires, but restricted 
to only a few questions, can be handled 
more cheaply by hand tabulation. The 
ramifications and exceptions to this last 
statement are evident in some of the 
following paragraphs. 

Number of Breakdowns—The number 


are run through the counter once for 
each question after they have first been 
sorted into groups by these codes. 

In manual tabulation, where the ques- 
tionnaires are tallied only once and not 
for each type of breakdown individually, 
the inventory sheet would be divided and 
sub-divided as much as possible within 
the limits of the size of the sheet. To 
make this clear, the basic inventory 
sheet would probably be restricted to 
one city. By combining the city sheets 
upon completion of the tally in various 
ways, geographic areas could be com- 


ILLUSTRATION OF INVENTORY SHEET WITH 16 SUBDIVISIONS 
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of breakdowns by which the final figures 
will be presented in the statistical report 
control the number of sorts to be made 
by machines and in manual tabulation 
govern the set-up or lay-out of the in- 
ventory tally sheet. For example, it is 
not unusual for a report on a national 
survey to show total figures divided by 
four economic levels, four age groups, 
three population classifications and nine 
geographic areas. In using punched 
cards, a column is allowed for each of 
these types of breakdowns. The digit 
selector within the column designates the 
sub-division of the breakdown. For ex- 
ample, column 4 could be set aside for 
economic status, digit selector 1 showing 
Class A, 2 for Class B, 3 for Class C and 
4 for Class D. The ‘‘code” for Class A 
therefore would be 4-1, the numeral 4 
designating the column and the numeral 
I designating the digit selector. The cards 


piled from one set of combinations and 
population classifications from another. 
To show economic levels and age groups, 
each of these city sheets would be sub- 
divided into sixteen parts plus a marginal 
column to show the categories being 
recorded. 

If the questionnaires have been previ- 
ously sorted by these groups, this proce- 
dure does not greatly complicate tallying 
answers. However, it develops a sum- 
marizing and posting operation which, in 
terms of time, is all out of proportion to 
the amount of time spent in tallying. 

As soon as the number of breakdowns 
has been specified, it must be determined 
whether it will take longer to summarize 
and post results manually or to run cards 
through a counting sorter at the rate of 
425 per minute for each different break- 
down. One should allow the same rate 
for each sort, once for each type of 
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breakdown. When as many breakdowns 
as illustrated are used, it becomes neces- 
sary in manual tabulation to employ a 
summary sheet, posting from the original 
inventory to this before posting again 
to the posting sheet. There must be as 
many summary sheets as there are sub- 
divisions of breakdowns (in this illustra- 
tion four economic, four age, three popu- 
lation and nine geographic, totalling 
twenty in all). 

If the number of breakdowns is the 
controlling factor in selection of tabula- 
tion method, the cost of machine tabula- 
tion decreases proportionately with the 
increase of breakdowns. 

Number of Cross Analyses—Cross 
analyses should not be confused with 
breakdowns. A cross analysis is the 
presentation of the answers to one ques- 
tion or group of questions in relation to 
the answers received for another ques- 
tion or group. For example, a cross 
analysis of reasons for use of a product 
would entail showing these reasons for 
individual brands as well as for the prod- 
uct as a class. If the sample is large 
enough to permit it, the cross analyses 
can carry the same breakdowns as the 
analyses of total questionnaires. 

The problem of handling cross analyses 
in manual tabulation is far greater than 
that of handling breakdowns. When one 
uses the inventory sheet of sixteen di- 
visions with cross analyses on three or 
four questions, it becomes necessary to 
employ an additional inventory sheet for 
each answer in the controlling question. 
In the example previously described, 
this would mean that each brand would 
be assigned an inventory sheet. As in the 
summarizing and posting of breakdowns, 
more summary sheets must be added. 
The manual operation thus becomes in- 
creasingly unwieldy until the time in- 
volved assumes gigantic proportions. By 
the machine method, the sorting and 


counting time for each additional analy- 
sis is the only factor to be considered, so 
that, from a cost angle, machines are 
more desirable than manual tabulation. 

Future Requirements—If additional 
data are desired from the questionnaires 
at some future time, machines definitely 
seem to have the edge on manual tabula- 
tion. Unless a manual tabulation is set 
up in such a way as to allow for every 
possible cross analysis, a completely new 
tabulation must be made. Cross analysis 
by machine tabulation is simply a matter 
of sorting a permanent card record in 
some new manner and then counting the 
new results as required. New material 
can be developed in a matter of only a 
few hours. 

Obviously it would be impractical 
manually to tabulate all possible existing 
cross analyses from a cost angle alone. 
At least the majority of such tabulations 
would never be used and the work re- 
quired to prepare them against possible 
future needs would be so much wasted 
time. Cross analyses at future dates re- 
quire several days’ work. 

New breakdowns are handled manu- 
ally with slightly more facility than new 
cross analyses because it does not re- 
quire a great deal more time to set up the 
original tabulation for all possible break- 
downs. Assuming that the analyst at 
some future time may wish to have a 
tabulation made by families with and 
without children, it is not too difficult 
to add this breakdown to the original 
tally. As long as it can be omitted from 
the summary, the increase in cost is 
slight. A new tabulation for such a break- 
down, on the other hand, might cost half 
as much as the original job. 

It seems to be a general practice with 
people who do manual tabulation, to 
make tabulations by various standard 
breakdowns even though they are not 
all required, just as identification infor- 
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mation is punched on cards for all de- 
tails, regardless of whether all factors will 
appear in the analysis as controlling 
breakdowns. On this point machines still 
have a slight edge over manual tabula- 
tion. If too many breakdowns have to be 
carried on a manual tabulation, the in- 
ventory sheet becomes too finely sub- 
divided and hampers both tallying and 
summarizing. 

Amount of Commentary Material—In 
addition to direct answers to questions, 
many questionnaires carry verbatim 
comments which are of extreme interest 
in the development of advertising copy, 
promotion, good will and even the in- 
terpretation of the statistical analysis. 
For the most part, this commentary 
material is so diversified that it cannot be 
confined to grouped generalization. It is 
therefore presented in verbatim listed 
form. If attempts are made to tabulate it, 
the answers may fall into as many as fifty 
or sixty broad classifications. 

If machine tabulation is attempted, 
the refinement in codes of so many clas- 
sifications and the interpretation put on 
them by coding editors can lead to er- 
roneous answers. It is generally better to 
tally them under the watchful super- 
vision of a clerical head. The difficulty 
in this practice, when machines are used 
for such general information, is that all 
questionnaires are shipped to the service 
bureau to be punched and remain there 
until tabulation has been completed. 
This is done so that discrepancies or er- 
rors in the cards can be traced back di- 
rectly to original data. Commentary ma- 
terial is therefore put aside until the 
Statistical part of the report is ready. 

If the alternative of taking comments 
off prior to delivery to the service bureau 
is used, then punching, verifying, sorting 
and counting are held up. In either case, 
the delay is about equal. To prevent it, 
comments should be removed while tabu- 


lation is progressing. Having the service 
bureau do this work leads to further dif- 
ficulty. If a broad tabulation is required, 
there is the same danger of misinter- 
pretation as there is in attempting to 
code commentary classifications. If com- 
ments are to be drawn off verbatim, the 
cost by a service bureau is out of line 
as compared to the cost to an organiza- 
tion equipped with typists and editors to 
handle such work. 

When the amount of commentary ma- 
terial is slight, naturally, it does not 
develop into much of a problem. If com- 
ments are required to an extent where 
they become a major part of the tabula- 
tion, however, it is advisable to use 
manual methods. 

Number of Questions Dealing with 
Reasons—One of the most troublesome 
problems in tabulation is handling 
“why” questions. In precoding a ques- 
tionnaire for machine tabulation contain- 
ing many such questions, a general guess 
has to be made as to the number of dif- 
ferent answers which can develop from 
each of these questions. Often, it will 
seem feasible to allow two columns, i.e., 
twenty-four possible answers. Indeed it 
may appear that two columns will be 
more than sufficient. Yet, as the survey 
progresses, more and more reasons will 
show up which vary just enough to make 
it impossible to combine them with 
others established in the first part of the 
coding. 

Pre-testing questionnaires or estab- 
lishing codes on a basis of a 10 per cent 
sample of returns manually tabulated 
will not eliminate the difficulty. It seems 
that no matter how carefully classified 
or how many columns are set aside for a 
group of reason answers, there are never 
sufficient codes. Eventually a choice has 
to be made between using interpreta- 
tions that are too broad and complicat- 
ing both coding and sorting by borrowing 
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columns from unused parts of the card. 
In manual tabulation even if a reason is 
picked up only once, it is very easy to 
make this addition to the inventory form. 
There is, in fact, no limit to the number 
of reasons which can be picked up manu- 
ally with ease. Such facility makes it 
possible to retain all of the fine variations 
and shadings of meaning found in re- 
lated but different answers. 

As in the handling of commentary ma- 
terial, determination of the use of ma- 
chine or manual tabulation rests with the 
number of questions involving reasons 
in proportion to the entire questionnaire. 

Scattered Brands or Categories—In 
some types of consumer or dealer work, 
it is necessary to keep exact records for 
each brand mentioned in a survey. For 
example, if a record is wanted of units 
of a product found in a home and the 
units purchased within the week plus the 
price paid for each purchase by indi- 
vidual brands, this record might have to 
be kept for as many as 300 brands. The 
number of brands is dependent upon the 
type of product and the geographical 
scope of the survey. If a survey covered 
twenty different branded household prod- 
ucts and was conducted from coast-to- 
coast, the number of brand mentions 
would run into tremendous proportions. 

Manual tabulation for a study of this 
type is easier to handle and is faster and 
less costly than the machine method. 
One reason for this is the limitation of 80 
columns on a Hollerith punch card, 45 
columns on Powers. If the tabulation is 
to be made on Hollerith machines, the 
first consideration is how to allot fields 
(contiguous groups of columns) so as 
to get all necessary information on the 
minimum number of cards. One card 
may have to be allocated to each dif- 
ferent product, and this requires identi- 
fication punching on each card. The prod- 
uct, for instance, might be cold or hot 


cereals, where several brands might be in 
the pantry at one time and weekly pur- 
chases might involve duplication of two 
or more brands of the same product. As- 
signing codes to the myriad brand 
names found in twenty household items 
takes as long as tallying the information. 
Manual tabulation with the aid of cardex 
drawers enables the tally to be made ata 
speed of 500 completed questionnaires 
for five products per hour. If the re- 
spondent does not use a product, in 
manual tabulation, the speed is in- 
creased. However, the amount of time 
consumed in punching cards is the same 
as when a product is used. This also 
applies to lack of purchase of a product. 
In this type of survey, by the time cod- 
ing, punching and sorting has been com- 
pleted under the machine method, two 
similar surveys of the same size could 
have been tabulated manually and re- 
ported upon. 

However, where only leading brands 
are to be recorded, and use is made of 
separate major categories for all scat- 
tered brands—“‘All Others,” the machine 
method is faster. If leading brands can 
be limited to ten or within one punch 
card column, the machine method is far 
more efficient. 

The decision in this type of survey, 
therefore, rests with the specifications as 
to the number of brands to be reported— 
all or only leaders. If all brands are to 
be recorded, manual tabulation should 
be used. If only the leaders are to be 
recorded, machine tabulation is _pref- 
erable. 

Use of Both Methods—A survey may 
contain the difficulties of most or all of 
the foregoing examples. No matter which 
method is selected, the cost and the 
problems involved will be such that cost 
of tabulation is not warranted when 
measured against the uses to which the 
survey is to be put. In such a tabulation 
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problem, costs may be reduced sub- 
stantially by using a combination of 
manual and machine methods. 

Coding and punching part of the ques- 
tionnaire and manually tabulating the 
balance usually lead only to further com- 
plication, confusion and an increase in 
tabulating time. This method of tabu- 
lating some questions by one method and 
the rest by another has never been satis- 
factory. There is a combination method, 
however, which is efficient. 

In research tabulation, one is tempted 
to think so constantly in terms of card 
counting sorters that the existence and 
flexibility of numeric tabulators is over- 
looked for anything except the com- 
pilation of averages and lists. Consider- 
ing the time elements involved in each 
of the eleven operating steps in machine 
tabulation and the ten steps in manual 
tabulation, it has become fairly well es- 
tablished that it is the first steps in the 
machine method which are time con- 
sumers and the last steps in the manual 
method. Manual tabulation is quick 
until it reaches the posting operation. If 
summary sheets have to be used for the 
reasons already stated, the tabulation 
cost starts to multiply at far too great a 
rate. If any reduction in cost is to be 
made, it has to be made in the steps fol- 
lowing the tally. To handle most effi- 
ciently and cheaply a tabulation which is 
not adaptable in full to either method, 


handle it manually through the tally and 
then transfer the data contained on the 
inventory sheets to cards. These sum- 
mary cards can be run through a numeric 
bank tabulator, where all additions will 
be made by the machine and the results 
of the survey returned in printed listed 
forms ready for percentaging and pos- 
sible recapping. Time, effort and cost will! 
be greatly reduced by this combination 
of methods. 

However, in contemplating such a 
soluton to tabulation problems, it should 
be remembered that the speed at which 
cards pass through a tabulator is only a 
partial factor in time requirements. The 
time required to wire the control board 
for each new question and each break- 
down must also be taken into account. 
This time may greatly exceed the time 
the cards are actually in the machine. 
Also, the per-hour rate for use of this 
equipment is higher than that for card 
counting sorters. Therefore, no costs 
should be estimated until a service 
bureau expert has been consulted. 

Conclusion—No clearly defined state- 
ment can be made on selection of tabula- 
tion method. Even such broad generali- 
zations as the above can serve only as a 
guide to selection. Every tabulating job 
should be treated as an entirely new and 
different problem in order to secure the 
most efficient and least costly results. 











THE MARKETING OF NATIONAL POLICIES: 
A STUDY OF WAR PROPAGANDA 


EDWARD L. BERNAYS 
New York 


Epitor’s Note: The problem of using all this country’s 
resources to disseminate effectively the ideas for which the 
democracies are contending in the present war is one of 
the day's most formidable marketing problems. Mr. 
Bernays discusses the problem with new insight in the 
following paper, which he read before the New York Chap- 
ter at one of its fall meetings. 


uRING the Great War, the Nations 
D realized the necessity of selling 
their national aims and policies. They 
had special marketing problems. The at- 
titudes and actions of their own people, 
of neutrals and of enemies towards them, 
depended to a great extent on how ef- 
fectively they “sold” themselves. 

They discovered that arms and arma- 
ments are not the only weapons, that 
ideas are weapons too. They recognized 
in varying degree the importance of a 
scientific approach to the marketing of 
national aims and of national policies. 

From an examination of the past we 
can learn what the marketing policies of 
our own nation should be today, what 
we should do and what we should not do 
to gain acceptance for our country’s 
aims and ideals. I shall review briefly 
the story of how Germany, England and 
the United States marketed their na- 
tional aims and policies during the Great 
War to the people of their own countries, 
to the neutrals and to the enemies. I shall 
indicate that new developments in psy- 
chological approaches and _ technical 
media have changed national marketing 
policies since 1917, and [I shall discuss 
activities being carried on in this field 
today in Germany, England, and the 
United States. 

I hope to prove that a scientific ap- 
proach to the problem of marketing 
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national aims and policies should be 
adopted in the United States. I shall 
make recommendations on how to meet 
this problem of selling our democratic 
ideals, ideals of freedom, equality and 
orderly justice. 


PROPAGANDA AND THE 
GREAT WAR 


A book published in the late twenties, 
Propaganda Technique in the World War, 
by Harold Lasswell, attempted to isolate 
the factors of marketing. This analysis 
was made by a social psychologist look- 
ing back over past events. Obviously, 
things had not been planned this way 
in advance. He isolated six factors: 


(1) Fasten the war guilt on the enemy. 

(2) Claim unity and victory, in the names 
of history and deity. 

(3) State war aims. In the last war, the 
Germans failed to do this successfully. 
The Allies made successful counter- 
propaganda out of it. Security, peace, 
a better social order, international 
laws, are given as war aims. 

(4) Strengthen the belief of the people 

that the enemy is responsible for the 

war, with examples of the enemy’s 
depravity. 

Make the public believe that unfavor- 

able news is really enemy lies. This will 

prevent disunity and defeatism. 

Follow this with horror stories. The 

story of the Turk who sits before a 

tubful of his captives’ eyes was first 

told during the Crusades. Horror 
stories, says the author, should be 
made to sound authoritative. 


George C. Bruntz’s book, Allied Prop- 
aganda and the Collapse of the German 


(5) 


(6) 
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Empire in 1918, may help us in dealing 
with the question. He deals with the 
foreign angle, but his classification of 
psychological techniques is applicable to 
the domestic situation. 


(1) Propaganda of enlightenment: Get 
true facts to the people and army of 
the enemy country, negating the false 
information they are fed by their own 
country. 

(2) Propaganda of despair: Attempt to 
break down the morale of the enemy 
by showing that death, disaster and 
defeat face him. 

(3) Propaganda of hope: Present to the 
enemy civilians and army a picture of 
a promised land, if they will only lay 
down their arms. President Wilson 
gave the Fourteen Points as America’s 
war aims. 

(4) Particularist propaganda: This is 
aimed at factions in the opposing 
country and army, seeks to divide 
them into antagonistic groups—Cath- 
olic against Protestant, the people of 
Alsace-Lorraine against the Prussians 
in the last war. 

(5) Revolutionary propaganda: This . is 
aimed at breaking down the govern- 
ment of the enemy from within. The 
propaganda by the Allies in the last 
war aimed at stirring up the German 
people against the Hohenzollerns. 


All psychological warfare in the Great 
War, domestic and foreign, recognized 
the following three main elements, but 
there was no integrated scientific plan, 
as there should be today. 


(1) Heighten the morale-unity of your 
own country. 

(2) Weaken the morale of your enemy. 

(3) Win over the morale of the neutrals. 


LESSONS FROM THE GREAT WAR 


Even though great progress in psycho- 
logical research and in technology has 
been made in the spreading of ideas since 
the Great War, there are lessons to be 


learned from the psychological warfare 
of Germany, England and our own 
country of that period. 

German psychological warfare during 
the Great War demonstrated what a 
desultory, segmented handling of the 
marketing problem results in. The Ger- 
mans had no total psychological ap- 
proach. For instance, they paid little 
attention to morale on the home front. 

They recognized ihe importance of ex- 
ternal psychological warfare. They 
manipulated symbols, used political 
Machiavellianism, sabotage, terrorism, 
and censorship. They tried to split off 
Negroes, German-Americans and other 
groups from the main body of Americans, 
blew up our factories and tried to arouse 
Mexico against us. The Germans used 
both propaganda and censorship in 
foreign news control. Efforts to control 
foreign newspapers through false fronts 
were a device they used then, as today; 
they tried to buy the Evening Mail in 
New York, for example. Control of ad- 
vertising monopolies was tried in some 
countries. Newspaper policy and public 
opinion were to be influenced through 
advertising control. 

The Germans also distributed deadly 
dull leaflets or pamphlets and heavy 
academic books in foreign countries by 
mail. Distribution of material over 
enemy lines by airplane was an effective 
method in Italy and Russia. 

After the Great War, the Germans 
recognized that, from a technical stand- 
point, their foreign propaganda was poor 
—too tactless, too open, too obvious, 
lacking in enthusiasm and “inflammatory 
catchwords.” It antagonized more than 
it persuaded, and proved to be a boomer- 
ang. 

In 1933, one year after Hitler’s rise 
in power, Ewald Banse, Professor of 
Military Science at Brunswick Technical 
College, in Germany Prepares for War, 
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pointed to these failures. He complained 
of glaring mistakes, “a lack of compre- 
hensive thinking; thinking in terms of 
continents and oceans,” ‘“‘an ignorance 
of economics and of national psychology 
plus inadequate preparations for war, 
both as regards food supply, raw ma- 
terials, and psychological equipment,” 

“inadequate psychological preparation 
of the German government.” “The stab 
in the army’s back by which our fate 
was sealed,” was due to these, he wrote. 

The conflict between military and 
civilian authority on the home front 
added to the German difficulty until, 
finally, their lack of morale brought de- 
spair and collapse. The Germans studied 
their failures in psychological warfare 
after the Great War and came to recog- 
nize the importance of ideas as weapons. 

The British experience in building and 
breaking down morale also points the 
way for us. The English at no time 
harnessed the intellectual civilian re- 
sources of the country and their knowl- 
edge of human relations to master the 
problem of psychological warfare on a 
broad integrated basis of marketing their 
aims and ideals. 

British propaganda at home started 
with unofficial independent committees 
and groups, with no regard to the basic 
principles of mass psychology, and also 
with no integrated approach. 

Wellington House, a propaganda bu- 
reau for the British Government, was 
principally concerned with news purvey- 
ing and publications. In its work out of 
England, it did make a contribution. It 
emphasized the group leader approach, 
personal correspondence with influential 
people, it arranged for the interchange of 
visitors, personal tours of leaders to 
neutral and allied countries, visits of 
distinguished neutrals and representa- 
tives of the Allies to England. It won 
leaders who influenced large groups. 


Even Lord Beaverbrook, who was put 
in charge of the Ministry of Information 
in 1918, working with Lord Northcliffe 
at Crewe House and with the National 
War Aims Committee, never got started 
on the total psychological warfare ap- 
proach we know today. 

The British did have an advantage in 
radio and control of trans-Atlantic 
cables which enabled them to catch up 
with the better organized German propa- 
ganda in this country. Also, British 
propaganda dropped from airplanes in 
enemy countries was a potent weapon, 
providing a deluge of “English poison 
raining down from God’s clear sky,” to 
quote a German opinion—a means of 
reaching the public of enemy countries. 

After the last war, the Germans 
credited the British with effective foreign 
propaganda. “We are bound to admit,” 
said Banse, the German, in 1933, “‘that 
the English campaign of lies was one of 
the most effectual weapons used against 
us, conducted on thoroughly sound psy- 
chological lines. The English propa- 
ganda was run entirely by civilians, the 
German by soldiers. “The latter,’ adds 
Mr. Banse, “is the wrong way, because 
it is not the soldier’s but the psycholo- 
gist’s opinion that counts here.’’ We can 
safely say of the British as of the Ger- 
mans that they recognized that they had 
weapons in the use of ideas, but that 
they never really learned how to use 
them effectively as an organized instru- 
ment of the national interest. 

Both Germans and English failed to 
use public relations activities broadly. 
They used censorship and propaganda 
as separate weapons to accomplish 
specific purposes. At no time, as far as 
I know, did they apply to psychological 
warfare the strategy they applied to 
physical warfare. They achieved unified 
fronts in military strategy not in psycho- 
logical strategy. 
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The British did recognize the potency 
of group leaders, and of enlisting the aid 
of civilians such as the publishers, North- 
cliffe and Beaverbrook. But like the 
Germans they missed the importance 
of welding the new weapons together 
and, in working out a program, neglected 
to utilize existing knowledge of per- 
suasion and suggestion, from among the 
civilian population. 


THE AMERICAN EFFORT 


In the United States, psychological 
activity evolved slowly from the need for 
it, rather than from advance planned 
activity undertaken as part of a program 
of national defense. It did not represent 
a plan with definite goals, with effective 
strategy, and timing worked out in ad- 
vance. 

The Committee on Public Informa- 
tion, founded on April 13, 1917, did a 
splendid job within these limitations. I 
became associated with it soon after it 
was established and served with it here 
and at the Peace Conference. It did not 
proceed on a definitely formulated plan 
in its work of “holding fast the inner 
lines,” although it did utilize some of the 
available knowledge of psychology and 
sociology. The men in it went ahead with 
enthusiasm on a widespread front. When 
anyone of us got a bright idea, it was 
very likely to be accepted. I remember 
one day suggesting that all exporters 
should be asked to put inserts in their 
letters about America’s war aims and 
ideals, and henceforth they did as a 
matter of voluntary cooperation. 

The Committee distributed millions of 
pamphlets, spoke through advertising to 
the entire country, used every available 
means of communication, and won pub- 
lic opinion to war aims and ideals, in 
other countries as well as in our own. 
The organization grew and spread to all 
parts of the world. 


The C.P.I. had 14 divisions, working 
together in more or less coordinated 
fashion. Of course there were divisions 
of Pictorial Publicity, Cartoons, Syndi- 
cate Features, and Foreign Press. Tre- 
mendous amounts of material were pro- 
duced and widely distributed in which a 
definite attempt was made at adaptation 
to various publics. Four-minute Men 
spoke in movie houses and wherever 
audiences of any kind were assembled. 
Women’s and Junior divisions were de- 
veloped, and the activity expanded until 
75,000 speakers were participating. Four- 
minute Men, with the Speaking Division, 
which handled longer talks, were the 
“spearhead of the assault on indifference 
and apathy.” They reached an estimated 
total audience of 400,000,000, and did 
the job radio does today. 

The Division of Films and Pictures 
did effective pioneer work. 

The Division of Civic and Educational 
Cooperation produced and distributed 
75,000,000 pieces of literature, bringing 
about, someone said, a “veritable mobi- 
lization of the country’s scholarly re- 
sources, and making schools, colleges, 
and various non-educational groups 
among the strongest of strong points in 
the inner lines.” 

The work of the Divisions of Indus- 
trial Relations, Labor Publications, and 
Work with the Foreign Born indi- 
cates considerable understanding of ap- 
proaches, which we can handle in a much 
more scientific way today. It did the 
most effective job of all the war agencies 
with comparable interests, and did it 
democratically, without threat, intimi- 
dation, and with only voluntary censor- 
ship. 

The United States shot paper bullets 
over the enemy lines in the World War. 
Confidential Army reports of the period 
state: ““The Germans have issued an 
order punishing with death the retention 











240 


THE FOURNAL OF MARKETING 





by their soldiers of any examples of 
American or Allied propaganda.” 

But even though I regard the U. S. 
effort as effective in marketing our war 
aims and ideals to America and the 
world on a democratic basis of suggestion 
and persuasion, in perspective I see it as 
a pioneer effort with trial and error, with 
much fumbling, and not asa well planned 
activity. Candidates for jobs were chosen 
on the basis of their enthusiasm for the 
cause, not their training and experience. 
There never was a chart drawn in ad- 
vance for the Committee on Public In- 
formation that I know of. 


CHANGES SINCE 1917 


How has the situation changed since 
1917? Technical means for spreading 
ideas have been improved, the number 
of channels for their distribution in- 
creased, speed of transmission tremen- 
dously accelerated, the costs of dissemi- 
nating greatly lessened. In 1917, the 
talking movie, the radio, and the air- 
plane, as we know them today, did not 
exist. 

As a result of these things, leaders 
recognized the greater potency of the 
common man in the shaping of political 
destinies. From the French Revolution 
in the late 18th century through the 19th 
century, the power of the common man 
was growing. At the beginning of the 
20th century, belief in his strength grew. 
After the Great War, self-seeking men 
capitalized on the fact that the common 
man had been swayed in the war by 
propaganda. This powerful common man 
could be influenced by symbols, by 
words, pictures and actions. Appeals 
could be made to his prejudices, his loves 
and his hates, to his unfulfilled desires. 
Manipulation of symbols by unscrupu- 
lous leaders against a background of 
post-war psychological and economic un- 
certainty, led millions to follow new 


leaders and idealogies in the ’twenties 
and ’thirties. The historical truth of the 
development of the power of the common 
man, coincidental with the development 
of the technological methods of spread- 
ing ideas, must not be lost sight of in the 
treatment of these marketing problems. 
The rise of Communists, Nazis, and 
Fascists obviously was accelerated by 
this manipulation of symbols through 
the speeded-up technical methods of 
spreading ideas. A symbol is a short cut 
to our understanding of goals. Hitler 
used symbolism. The Hitler salute is 
political symbolism. Civil servants, na- 
tional, state, and local, were ordered to 
raise their arm in the Heil salute, im- 
mediately after Hitler gained power; 
then Dr. Frick, Minister of the Interior, 
got trade and industry to follow suit. In 
1934 an official communique closed with 
the following sentences: “The spirit of 
true national community in the national 
socialist state and the willing identifica- 
tion with it implies that the whoie popu- 
lation complies with this regulation.” 
The symbol of the new Germany, the 
swastika flag, was stressed. ““There must 
be no house which does not display the 
sign of Nationalist Socialist Germany,” 
was printed on a handbill signed by the 
local group of the national socialist party 
and placed in every mailbox the day of 
the plebescite on Germany’s withdrawal 
from the League of Nations. The 
Fuehrer himself is the most powerful 
symbol. A book published in 1933 in 
Germany on Propaganda and Nationa: 
Might says: “No passion, no idea can 
find its final and strongest expression 
without this great symbol.” The Na- 
tional Ministry of Public Enlightenment 
and Propaganda with Dr. Goebbels as its 
director and with 31 regional agencies 
made full use of these symbols, and 
ground them continually into the con- 
sciousness of the common man to lure 
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him closer to Naziism. Russia and Italy 
used somewhat similar approaches. 

Knowledge of the human mind, and 
of human relations has greatly increased 
since 1917. Sociologists, psychologists, 
social psychologists, theoretical and prac- 
tical experts in public opinion have 
studied principles and techniques since 
the War. Public Relations has emerged 
as a new field. In 1922 there was no 
course in public relations that I know of 
in any American university. I gave the 
first one in 1923 at New York University. 
A recent study we made shows that 31 
universities were offering 68 courses in 
Public Relations, Public Opinion, and 
related subjects, and these figures have 
probably increased since our survey. In 
fact, Doris E. Fleischman and I coined 
the expression “counsel on public rela- 
tions” to define this new field of activity. 

Since 1917, we know much more about 
the working of the human mind. We 
know that acceptance of ideas comes 
through feeling, reason, custom, author- 
ity, persuasion and factual evidence. 
Industries and governments call upon 
advisers on public opinion. We use meas- 
urement techniques to determine how 
far private interest conforms to public 
desires. A baker now only bakes the 
bread he knows his public will buy. On 
the other hand, organized persuasion 
often changes attitudes of the public and 
leads it to new actions. 


THE ENGINEERING APPROACH 


All these factors—and the experience 
of the Great War—led to the engineering 
approach to the problem—the engineer- 
ing of consent in a democracy. What do 
I mean by this? I mean that problems of 
public relations are handled as an engi- 
neer plans the building of a bridge, or as 
a tactician works out a military cam- 
paign. What are our goals? What are we 
selling? What are our aims? What is the 


time factor? Have we the men and ma- 
terials we need? 

When we know what our goal is, we 
make a study of public opinion to ap- 
praise our problem. What are the limits 
of tolerance of the public? What symbols 
—words, pictures and actions—are effec- 
tive in changing public attitudes and 
actions. What are the channels of com- 
munication through which to reach the 
public with these symbols. What is the 
group formation of the public we are 
reaching. How much in men, money and 
materials is required? 

After we have learned all these things, 
we can work out strategy, planning, and 
timing, in an engineering approach to our 
objectives. Segmented attack may be.of 
some little value, but integration and 
unified attack are fundamental. 

Every approach must be used to affect 
every kind of attitude as part of a broad 
integrated program, giving the proper 
relationship to each element, just as in 
military affairs the able army is the one 
that balances its weapons effectively to 
meet its goals. 

This approach to public relations can 
be used for social ends, or can be abused 
for unsocial ones. It can be carried out 
on a democratic basis of suggestion and 
persuasion or on an undemocratic basis 
of suppression, threat, intimidation, and 
brutality. This engineering approach to 
public opinion should be applied in a 
democratic way to U. S. wartime pursuits 
as it is to peacetime pursuits. 

As early as 1927, after he had made his 
authoritative study, Propaganda Tech- 
nique in the World War, Lasswell wrote 
that propaganda had become a profes- 
sion. “The modern world,” he wrote, “‘is 
busy developing a corps of men who do 
nothing but study the ways and means of 
changing minds or binding minds to 
their convictions. Propaganda is de- 
veloping its practitioners, its professors, 
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its teachers and its theories. It is to be 
expected that governments will rely in- 
creasingly upon the professional propa- 
gandists for advice and aid.” 

How are England, Germany, and our 
own country using the instruments and 
knowledge available for total psychologi- 
cal warfare? 

England certainly has not learned 
much from the experience of the last 
war or taken account of the changes and 
developments of the intervening years. 
The handling of public relations in Eng- 
land during the first part of the war was 
astonishingly inept. Criticism of censor- 
ship and other activities brought about 
changes in management. Even today 
there is much left undone both in domes- 
tic and foreign activity. 

Britain’s morale is maintained despite 
her public relations techniques. As an 
example, here is a recent United Press 
report: “The Daily Mirror today at- 
tacked Colonel Walter Elliott, Director 
of Public Relations at the War Office, as 
a ‘fool who should keep his folly to him- 
self. Speaking at Manchester yesterday 
he had the impertinence to accuse the 
British people of lacking guts,’ the Mirror 
said. ‘Elliott obviously knows nothing 
about the average man or woman. He 
should go around to some of the blitzed 
towns immediately after a raid. He must 
not go about the country insulting them 
and he should not be allowed to direct 
anything, least of all public relations’.” 
Bad British public relations have ad- 
versely affected the domestic and foreign 
situation despite Churchill’s and Bevin’s 
changes for the better. 

While Britain has not profited from 
her experiences in the last war, Germany 
has. Since then, Germany has_ been 
working on psychological rearmament— 
adding Nazi schrecklichkeit, of course. 
Her scientists have studied and written 
about national psychology, psychological 


warfare, psychological espionage, the 
psychology of military life. 

Ewald Banse’s recommendations made 
in 1933, were translated into action by 
the Nazis. They even went further, not 
only rectifying their mistakes, but build- 
ing up a monster system of forcing morale 
by dictatorship. 

The Nazis with totalitarian brutality 
centralized all the machinery of idea 
formation into a Ministry for National 
Enlightenment and Propaganda. To per- 
suasion and suggestion they added bru- 
tality, threat, intimidation and censor- 
ship. All negative viewpoints were elimi- 
nated by one or more devices to bring 
about an enforced “national unity.” 

“Besides supervision of the press, 
broadcasting, films, music, art and the 
theatre, the Ministry includes general 
information on home policy; the organi- 
zation of national holidays and festivals; 
tourist and economic propaganda; the 
organization of art exhibitions, films and 
sports in foreign countries. All State and 
Party meetings, conferences and recep- 
tions also come within its sphere. The 
Ministry is both the stage manager and 
the loud speaker of the Nazi regime. 
Under it the press is subject to the most 
stringent regulations and close organiza- 
tion ever achieved in any country. 
Journalists must be registered, and the 
Press Association is a statutory body 
under the Minister of Propaganda. News- 
paper proprietorship and shareholdings 
are rigorously controlled, and no joint 
stock company, cooperative society of 
public or learned body of any kind may 
publish a newspaper.” 

Here we have the totalitarian apotheo- 
sis of morale building carried on in total 
psychological warfare—offensive and de- 
fensive. Only the Nazis practiced this 
advance building of morale at home— 
false and demogogic though it was. And 
abroad they carried on similarly, apply- 
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ing the knowledge they had acquired in 
what we call the strategy of terror. 


WuHuere_e WE Stranp Topay 


Where do we stand in relation to our 
own morale—what lessons can we learn? 
Certainly we must recognize the potency 
of ideas, ably handled, as weapons of of- 
fense and defense. We have been geared 
for peacetime activities; we function by 
adjustment arrived at through demo- 
cratic processes. We accommodate con- 
flicting viewpoints in evolutionary prog- 
ress. We want no dictatorial authority to 
abuse power and the people. We must 
recognize in dealing with our own morale, 
that we have recently passed through 
years of depression. This has left its mark 
on millions suffering from economic and 
psychological insecurity. We all have a 
great yearning for security and for 
realization of the ideals of democracy. 
Equality, freedom, orderly justice, op- 
portunity, and security have not been 
completely achieved. We have also been 
exposed to divisive propaganda from 
within and without. We have the best 
way of life and government yet devised. 
Our democracy has ideals of freedom, 
equality, opportunity. But they have 
not been effectively presented in symbols 
to all the people. 

Our people have already provided bil- 
lions of dollars for physical armies and 
armaments. Through their elected repre- 
sentatives they have voted for the first 
peacetime selective service army in the 
life of the nation. If we are to be fully 
prepared for whatever may come, we 
shall have to convince the people that 
psychological ramparts in this country 
must be as strong as our physical ram- 
parts. Such belief must be founded on 
greater economic and psychological se- 
curity for the individual, on a strengthen- 
ing of democracy and the democratic 
faith. Such belief, based on an under- 


standing of our aims, will express itself in 
a will to victory and to sacrifice. 

To achieve it effectively is our goal. 
There is urgency and need—and we have 
the country with us. Now we can plan. 
All of us can help build this morale 
through effective marketing policies. 
Here are concurrent programs of action 
with the objective of building morale 
through a balanced public relations 
effort. 


ELEMENTS OF A UNIFIED ATTACK 


All of us can play a part in this pro- 
gram; but leadership by our government 
is essential for the effective carrying out 
of the program. Only a unified attack on 
the whole problem can lead to the best 
result. First, harness the soundest intel- 
lectual resources of the country for a 
psychological general staff to be called 
upon for advice by government; second, 
construct a program to strengthen faith 
in democracy; and third, build a pro- 
gram to strengthen democracy itself. 

Every government and private organi- 
zation, carrying on any activity that 
impinges on morale, can fit into such a 
broad program. 

First, the Government needs a psycho- 
logical general staff to advise on all major 
questions of morale—in industry, civilian 
life, army and navy. This staff would 
provide the soundest available knowl- 
edge for building morale and for psycho- 
logical warfare—and by having on tap 
the ablest technicians, would speed up 
the entire morale building processes. 
Such a moral commission in its field of 
psychological defenses would take its 
place on a parity with the general staff 
in physical defenses. 

Much good work is now being done in 
this field by public relations divisions of 
many government departments—Army, 
Navy, and the others—but as far as I 
have been able to find out, there is no 
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master plan worked out by technicians 
drawn from the fields of the social 
sciences, sociology, psychology, ethnol- 
ogy, adult education, economics, the 
Army, Navy, public opinion, communica- 
tions, public relations and market re- 
search. There are available in this coun- 
try today many individuals in these 
fields whose experience, aptitudes and 
skills fit them admirably for such ad- 
visory activity. 

Technicians already advise govern- 
ment on many subjects. There should be 
a master plan of psychological ap- 
proaches, just as there is a master plan 
for physical defense. A psychological 
general staff should advise on methods 
and procedures to meet the national 
goals that have been set up by govern- 
ment. It should not make policy but it 
should advise on how to put policy into 
practice efficiently and democratically. 
Many governmental and private bureaus 
are carrying on activities to build morale. 
But is it not obvious that all these morale 
activities might better receive a broad 
orientation from a group of experts 
working closely with those who carry out 
national policy? This will give the 
broad, important, over-all psychological 
situation the same kind of attention the 
general staff gives to planning to achieve 
military objectives. It is important that 
this organization should not be a propa- 
ganda bureau, not a publicity bureau. 
It is to be a planning, strategy and ad- 
visory body. It should have no authority 
except the authority that is inherent in 
good advice. 

Second, a program to strengthen faith 
in democracy. We can get people to 
understand democracy better by getting 


them to see the true alternatives between 
it and Naziism and Fascism. Everyone 
can speak up for democracy, can tell 
those he comes in contact with by word 
of mouth and in other ways what its goals 
and realities are. Such activity, under- 
taken in a broad way as a national pro- 
gram of public education, under the 
leadership of government or private in- 
dividuals, must be one step in creating a 
dynamic will for democracy instead of a 
passive acceptance of it. Millions of 
Americans are willing to be eager pro- 
ponents for democracy. 

Third, a program to strengthen democ- 
racy. By strengthening democracy I 
mean making democracy work better, 
making its ideals come true—working 
individually or as groups to help bring 
about the ideals of liberty, equality and 
orderly justice, which (we might as well 
face it) do not exist for all at present. 
That means using our influence to in- 
crease security, opportunities, education. 
Our aims and ideals must be set. A happy 
healthy person has a strong morale. We 
can help to make Americans happy by 
strengthening democracy. Government 
is doing this already, but government in 
a democracy depends on the people. The 
people—and the leaders of the people— 
must work to strengthen democracy. 

Experts, including marketing men, 
have laid a sound basis for a scientific 
approach to the problem of psychological 
warfare in the crisis we face today. The 
Nazis have translated this knowledge 
into action for their own evil ends. 
America should not, cannot wait. She 
must apply today what she already 
knows towards meeting the problems she 
faces. 
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MARKETING MECHANICAL REFRIGERATORS 
DURING THE EMERGENCY 


LAWRENCE C, LOCKLEY 
The Curtis Publishing Company 


Epiror’s Note: Mr. Lockley in this article opens for 
THE JOURNAL OF MARKETING @ discussion of the difficult 
problems raised for marketing organizations when the out- 
put of the products they sell is curtailed by the defense 
agencies and their task becomes one of allocating to cus- 
tomers more numerous than they can supply. The editors 
hope that further articles analyzing the problems of market- 
ing, advertising and sales administration in this emergency 


will follow. 

HE electric refrigerator industry has 
T the capacity to manufacture up- 
wards of three and a half million electric 
refrigerators a year and has the public 
acceptance and marketing organization 
to sell this volume of merchandise. Al- 
though not as tangible as the factories 
with their aggregate production capacity, 
the public acceptance and marketing or- 
ganizations of manufacturers of mechani- 
cal refrigerators have been built up at 
probably an equivalent cost and con- 
stitute an even more valuable asset to 
the industry. 

Because of the value of the intangible 
assets which have been built up, the cur- 
rent outlook for the electric refrigerator 
industry is cause for real concern. Pro- 
duction restrictions have been announced 
for the period from August 1 through 
December 31, 1941, and require a de- 
crease of 43.2% below the average 
monthly factory sales during the twelve 
months ending June 30, 1941. Although 
no definite statement can be made yet, 
it seems likely that the restrictions on 
the 1942 output will not be relaxed, and 
may even be increased. 

Moreover, even though a substantial 
volume of refrigerators will be manu- 
factured, they will be manufactured, in 
part, of substitute materials with which 
the public is not familiar and about 


which it may be skeptical. Already 
shortages are appearing among substi- 
tute materials, so that sales departments 
will have a problem in selling a line of 
refrigerators, the specifications of which 
will gradually change. Another handicap 
which the industry may have to face is 
the imposition of a so-called “emergency 
American standard” which, in the in- 
terests of economy of materials, tooling 
and production, is expected to curtail 
the number of models that may be of- 
fered. Still further, limitations on install- 
ment credit will possibly affect the 
normal development of the market for 
mechanical refrigerators. 

This group of problems demands a 
number of adjustments in marketing 
policies. Regardless of anyone’s prefer- 
ences, marketing arrangements on which 
civilian business rests must be adjusted 
to the current emergency. The direction 
in which we must do our thinking is to- 
ward taking these changes in our stride 
and toward making modifications which 
will dislocate marketing patterns as little 
as possible. At the end of the period of 
emergency there will be idle productive 
capacity. New brands and new products 
will spring into existence. Competition 
will be keen. Therefore, firms which en- 
joy a good market position now will do 
well to make adjustments to coming 
production curtailments with an eye to 
the future. There will be new competitive 
circumstances after the emergency, and 
the firms which prepare for these condi- 
tions now will have a head start in the 
race for market leadership. 

As a matter of fact, the picture is not 
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as black as it looks. A reorganization of 
the marketing organization of the whole 
electric appliance field has been overdue 
for several years. When the entire in- 
dustry is competing strenuously to dis- 
pose of top production outputs, when 
preferred dealers are in a strategic bar- 
gaining position, readjustments are dif- 
ficult. Often the ill-will aroused among 
dealers makes these adjustments in- 
advisable, and the risk of loss of competi- 
tive position in doubtful markets makes 
changes hazardous. 

At present, however, there is no doubt 
in anyone’s mind that appliances are 
scarce and that they are likely to become 
even more difficult to produce. All manu- 
facturers are going to have to make ad- 
justments. Dealers and consumers expect 
merchandise shortages and price in- 
creases. Special promotional models can 
be refused without argument. Marginal 
dealers can be cut off. A marketing pat- 
tern of the greatest efficiency can be en- 
gineered with safety to competitive posi- 
tion and with a minimum of ill-will. 

With a clean slate to write on, what 
marketing policies should refrigerator 
manufacturers follow? Let us take a look 
at the record for guidance. 

Starting out as a luxury, sold at a high 
price, the electric refrigerator was sold 
by a few pioneering salesmen who had 
the enterprise to locate prospects among 
the high income families in their terri- 
tories. Margins were high—the sale of a 
refrigerator a week was a good living for 
a salesman. The specialty salesman was 
the necessary basis for a young industry 
which had to sell a new idea to the pub- 
lic. And the specialty selling approach 
established the electric refrigerator busi- 
ness and “‘set”” a marketing pattern for 
what turned out to be an important in- 
dustry. 

To make this marketing pattern work 
satisfactorily, the industry needed a 


large, undeveloped market from which 
the cream could be skimmed and it 
needed a long margin for dealer and for 
salesman. But large scale manufacture, 
competition and a constantly broadening 
market have gradually reduced price, 
margin and sales commission and have 
gradually taken importance away from 
the specialty salesman. Instead of mak- 
ing a good living from four or five sales a 
month, the salesman must sell four or 
five refrigerators a week. Increasing sat- 
uration has thinned out the pasture for 
the salesman, so that he must make more 
calls to sell one refrigerator. In other 
words, he must work a good deal harder 
and sell a good many more refrigerators 
to make a living. Such a basis proved in- 
adequate, and the growth of the industry 
has forced modifications in the system of 
distribution. 

When the selling job rested on the spe- 
cialty salesman, the number of dealers in 
an individual market was not important 
—one live dealer could put out as many 
salesmen as the market could support. 
But with the decrease in importance of 
salesmen, dealer representation became 
the crux of the situation. Manufacturers 
began to compete for dealers. There was 
a feeling that each refrigerator should be 
well represented in every type of retail 
outlet which might possibly be a logical 
sales point for refrigerators. Competition 
for dealer representation became keen, 
and dealer representation was regarded 
as the key to sales volume in individual 
markets. When absolute sales volume or 
competitive position appeared to be 
threatened, the answer was to franchise 
more dealers. 

Several disadvantages have developed 
from this trend. The first has been an un- 
due competition between dealers han- 
dling the same brand of refrigerator. List 
price and trade-in allowances became 
purely speculative. And dealers, feeling 
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no sense of identity with the brand of ap- 
pliances they sold, were unwilling to de- 
vote funds or sales strength toward build- 
ing for future business. The quality of re- 
tail selling suffered. Emphasis was placed 
on price, on terms, on premiums or on 
trade-in allowances—the four horsemen 
of failure. 

As a result, in few regions has the mar- 
ket for the mechanical refrigerator been 
developed as systematically as it should 
have been. Instead, dealers have tried to 
stimulate sales on a strictly price-reduc- 
tion appeal. Although some manufactur- 
ers have done a good job of advertising 
the refrigerators they offered, their pres- 
tige has been in the hands of dealers who 
felt little loyalty and who did not have 
the confidence in their franchises to take 
a long-run view of market development. 

The surprising development of mail or- 
der firm brands may have been made 
possible by the weakness of retail dis- 
tribution of the well-known and nation- 
ally advertised refrigerators. The retailers 
of these mail order refrigerators had a 
feeling of complete identity with the 
brands they sold. Retail selling was of 
high quality. The merchandise they of- 
fered has been good, but not better than 
that offered by any leading manufacturer 
of advertised refrigerators. The failure of 
Cold Spot to sell when it was experi- 
mentally offered by a well-known depart- 
ment store in several cities shows that 
the success of these brands has not been 
due to the inherent qualities of the re- 
frigerators, nor even to the public ac- 
ceptance of the brands. It must be 
ascribed to a careful control of retail sell- 
ing. 

But it is just this type of control that 
Frigidaire, General Electric, Westing- 
house and the manufacturers of other na- 
tionally advertised refrigerators have 
lost. Before this current season, it has 
been difficult for any one manufacturer 


ee 


to correct undesirable market practices. 
Dealers could, if they were disciplined, 
shift lines. Manufacturers showed little 
inclination to cooperate in cleaning the 
market place. Earnest efforts on the part 
of a single manufacturer might rob him 
of a part of his competitive position. 
Thus, while the major manufacturers 
were aware of the difficulties that had de- 
veloped, there were good reasons for not 
making desirable changes. 

At present, however, manufacturers 
face a new opportunity. If production is 
decreased for the industry as a whole to 
about 50% of 1940 sales, United States 
sales volume will be set for the next year 
at a slightly higher level than in 1934, 
when 1,390,000 refrigerators were sold at 
an average retail price of $172. A brief 
glance at the trade conditions in 1934 will 
emphasize the importance of the changes 
that must be made. 

In 1934 the electric appliance dealer 
was the important retail outlet for re- 
frigerators. Outside selling by specialty 
salesmen was still important in large 
markets as well as in small towns and on 
the farms. Rural electrification was just 
beginning to develop rapidly. Sears was a 
minor factor in the industry and Cold 
Spot had little brand acceptance. Mont- 
gomery Ward was hardly more than 
thinking of refrigerators. The borax deal- 
er and the credit jeweler had not yet 
moved into the picture. Refrigerators 
were sold on the food preservation story. 

Therefore, it seems impossible for any 
manufacturer merely to turn the calen- 
dar back seven years. Because of the 
growth of the mail order houses’ compe- 
tition and because of the vast multipli- 
cation of dealerships, members of the in- 
dustry have not only the opportunity but 
also the necessity of establishing new 
policies and of controlling the market to 
a degree that seemed impossible a year 
ago. 
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The following considerations, there- 
fore, almost automatically suggest them- 
selves: 


(1) Can this shortage be used as a means 
of strengthening the marketing pat- 
tern for mechanical refrigerators? 
Can the industry find any method of 
sheltering dealers and distributors 
from the full effects of their decrease in 
sales volume? 

Can manufacturers use a reduction in 
volume in a way that will make pos- 
sible the maximum utilization of 
manufacturing capacity after this pe- 
riod of emergency dislocation? 

What method of sales promotion dur- 
ing the period of dislocation can com- 
panies use to maximize profits on a 
diminished scope of business? 


(2) 


(3) 


(4) 


One point must be stressed before a di- 
rect attempt is made to answer these 
questions. With consumer incomes up 
and present taxes and increased living 
costs not large enough to offset this in- 
creased buying power, selling refrigera- 
tors will not be a problem comparable to 
the years of large production. The prob- 
lem, then, is not whether but how the in- 
dustry should sell—it is through what 
dealers and to what classes of customers. 

The first question can be answered 
pretty directly. Experience in Columbus 
Ohio (to mention only one case where 
leading refrigerator manufacturers have 
increased the efficiency of marketing by 
curtailing indiscriminate franchising) in 
contrast to the less fortunate experience 
in Boston (where indiscriminate fran- 
chising of dealers has led to a chaotic and 
inefficient market) points to the desira- 
bility of controlled distribution. 

At present it is clear that a large 
number of small appliance dealers cannot 
support themselves on half the volume of 
business they have been handling. One of 
two things must happen—they must go 
out of business or they must handle re- 


frigerators only incidentally. Even the 
larger and more important dealers must 
suffer under an arbitrary curtailment of 
supply. If manufacturers ration their 
production cut on any across-the-board 
basis to desirable and marginal dealers 
alike, it will weaken all of its dealers and 
will face the return of free production 
with crippled distribution. 

It seems logical to suggest that manu- 
facturers prepare for the post-emergency 
period by cancelling the franchises of 
marginal, price-cutting, market-disrupt- 
ing, and superfluous dealers. At the time 
of resumption of unrestricted production 
there will be a dealer organization which 
can weather the strenuous times which 
may face us then, and which can combine 
the best elements of floor traffic contact 
and good retail selling. 

A further consideration must be ad- 
vanced. Not only does the Office of Pro- 
duction Management have the right to 
restrict the volume and type of manufac- 
ture of consumers’ goods, but it has the 
power to direct how each manufacturer 
shall allocate his restricted output among 
his dealers. Although it is not to be ex- 
pected that this latter power will be 
exercised irrationally or unreasonably, it 
is probably safe to say that it will be ex- 
ercised—if need for it seems apparent— 
with less intimate knowledge of the gen- 
eral marketing and competitive condi- 
tions of each industry than the mem- 
bers of industries themselves may have. 

The magnitude of the job of setting up 
dealer allocations suggests that officials 
in OPM will not take this step if the in- 
dustries themselves develop satisfactory 
plans for allocation. It would seem, there- 
fore, particularly desirable for the elec- 
tric refrigerator industry to formulate its 
own plans, and to do so on a basis of suf- 
ficient judgment and equity as to make 
governmental intercession superfluous. 

The second question, that of sheltering 
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dealers during the period of refrigerator 
scarcity, has been virtually answered by 
what we have just said. A straight cut of 
50% to all dealers will be fatal to many 
of the weaker appliance dealers who rely 
on electrical appliances for their sales 
volume. Moreover, it will badly cripple 
the larger and more aggressive dealers 
who have been making an investment in 
a mutual future with their sources of 
supply. If a manufacturer tries to keep 
all of his dealers, most of them will be 
materially weaker a year or two years, or 
three years from now, when restrictions 
on manufacturing are lifted. 

On the other hand, if less desirable 
dealers are eliminated, in line with a pol- 
icy of controlled distribution, the volume 
of sales available to the dealers who are 
retained will probably be enough to keep 
them healthy, and to allow them to build 
their organizations and their places in 
their communities. The choice seems to 
lie between maintaining the undesirable 
and uncontrolled dealers, who will emerge 
from the period of emergency in a gen- 
erally weakened condition, or of restrict- 
ing dealer franchises and having a sound, 
healthy dealer set-up in the post-emer- 
gency period. This choice is not a hard 
one to make. 

The third question—can the industry 
plan its reduction in volume in a way 
that will make possible the maximum 
utilization of its manufacturing capacity 
after the period of emergency ?—now 
virtually answers itself. When normal 
output can be resumed, a smaller number 
of selected dealers, whose marketing ac- 
tivities can be controlled and directed, 
and who have been kept alive during the 
period of dislocation, would constitute 
a much stronger market organization 
than would a larger number which in- 
cluded undesirable dealers. 

None of us knows what business con- 
ditions will be like when the world is 


finally at peace again. We have never be- 
fore seen such tremendous demands put 
on credit; we know that a large part of 
the civilized world will have to be re- 
built. And it is likely that factories all 
over the United States and Europe will 
need to be re-tooled for peace-time pro- 
duction. We do know that our economy 
will be subject to heavy stress when ar- 
mament manufacture is stopped or 
greatly decreased. 

These factors can bring us boom times 
or depression—depending on how they 
synchronize. Whichever it is, the indus- 
try will be in a much stronger position 
with healthy dealers, each of whom has 
room for his sales in his own market, and 
each of whom will regard his franchise as 
his greatest asset. Such dealers can be 
controlled, can be required to adapt their 
methods of doing business to whatever 
conditions we face. 

The experience of the two markets 
mentioned above—Columbus, Ohio, and 
Boston, Massachusetts—shows that it is 
quality of dealer and control of dealer, 
rather than number of dealers, that pro- 
duce maximum utilization of market op- 
portunity. 

On the fourth question, that of deter- 
mining current sales and advertising pol- 
icies, a great deal can be said. Firms must 
make a basic choice between two policies. 
It is possible that defense industries are 
distributing adequate pay checks to 
workers who have not previously been 
able to afford electric refrigerators. If 
this is the case, a direct attack on this 
group might pay dividends. This group 
might be regarded by some as the cur- 
rent layer of cream to be skimmed. Actu- 
ally, it is not at all clear that the men 
who are now highly paid defense workers 
are the ones who, a few months ago, were 
getting relief checks. They are, in gen- 
eral, the skilled craftsmen, who have been 
receiving reasonably steady employment 
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even though at lower aggregate wages. 
They have been an important part in the 
past market for electric refrigerators. 

It is likely that any “flood of new buy- 
ers”’ is an illusion. We feel that consider- 
able research should be given the prob- 
lem before a categorical answer is made. 
However, analyses of buyers by occupa- 
tion, during recent years, suggests that 
the men now getting higher-than-usual 
wages have been an important segment 
of the market for mechanical refrigera- 
tors right along, that they have been 
buying from the kind of dealers the in- 
dustry has had in the past, and that they 
have been responding to the advertising 
and sales appeals that have been con- 
sistently used. 

The former relief recipient and down- 
and-outers who are now working have 
several disadvantages as a major market 
objective: 

(1) They are not getting high wages even 

now, and do not have a surplus of 
purchasing power. 


(2) They have accumulated debts to clear 
off. 


(3) They are most likely to be hampered 
by the recent restriction put on in- 
stallment buying. 


It is probable that the nature of the 
market for such an article as an electric 
refrigerator has not changed in its impor- 
tant aspects over night, and that an at- 
tempt to concentrate sales on a new 
group of buyers would prove a rather ex- 
pensive experiment. There are, however, 
some much more basic considerations 
which argue for more constructive and 
long run considerations. 

First, although anyone can build a high 
quality refrigerator if he assembles the 
right combination of factors of produc- 
tion, few firms have succeeded in build- 
ing the degree of salability that leading 
refrigerator manufacturers have enjoyed. 
Dies, plants, designs—all these can be re- 


placed; a great deal is replaced at every 
change of model. But the public accept- 
ance for whatever refrigerators these 
manufacturers produce cannot easily be 
replaced if it is allowed to wane. It is not 
something that is built suddenly—it is a 
slow growth over a period of years. It is 
unquestionably a most valuable asset. 

If the salability of advertised refriger- 
ators is to be maintained, people must be 
told continually of the high quality of 
the refrigerators, of the services they can 
perform, of the continual improvements 
being made. Even though the demand 
cannot be met in its entirety, the desire 
to buy must be kept alive. 

Second, if dealers are to move the full 
output of an unrestricted industry at the 
end of the period of restriction, there 
should be a pretty good volume of de- 
mand built up. If dealers are to yield to 
controls by the headquarters organiza- 
tion, it will be because their franchises 
are valuable. 

Both from the standpoint of maintain- 
ing the salability of brands, and fron: the 
standpoint of maintaining a_ hearty 
dealer good will, it is necessary that re- 
frigerator manufacturers maintain the 
continuity of their advertising programs. 

Through the competitive conditions of 
the refrigerator industry, a number of 
serious abuses have arisen in the last sev- 
eral years. These the industry has a 
chance to correct. 

Promotional models, inside discounts, 
cooperative advertising allowances which 
were used often against the real interests 
of manufacturers, price cutting, exces- 
sive trade-in allowances—these and other 
abuses have been used in the ruinous sell- 
ing that has gone on. All of these factors 
tend, in greater or less degree, to subordi- 
nate the brand to the dealer. Moreover, 
they have tended to weaken the dealers 
themselves and to alienate those dealers 
who would like to do a legitimate busi- 
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ness. All of these abuses have come about 
through a lack of control by manufactur- 
ers of their own distribution—a lack of 
control forced by competitive circum- 
stances. 

With a curtailment of the number of 
dealers, cooperative local advertising no 
longer need be used as a form of polite 
blackmail. It can be greatly decreased in 
cost, and what cooperative advertising it 
seems wise to continue can be used in 
conjunction with national advertising, 
can reinforce it, and can focus demand on 
particular outlets. 

One of the reasons there has been so 
heavy a demand for promotional models 
is that department stores have been 
faced with strenuous price competition 
on standard models. Their method of 
defense against price competition on 
standard models has been merchandising 
the promotional model at what appeared 
to be a favorable price, and stressing pri- 


vately branded refrigerators. A removal 
of the cause of this annoyance will make 
its correction much easier. 

The question of trade-in allowances 
can be handled much more easily during 
the current period than at any time be- 
fore. There will be a shortage of refriger- 
ators, so that used refrigerators in good 
condition will be much easier to sell, and 
junkers will have a much higher scrap 
value than they have had. Any steps to- 
ward regularizing the trade-in aspect of 
dealers’ operations can much more easily 
be effected when the used refrigerators 
they trade in have a higher value. 

The current period offers a good many 
problems. But with these problems 
comes a chance to strengthen policies, to 
fortify marketing structures, to main- 
tain its consumer advertising and thus 
establish beyond any doubt a continued 
salability among dealers and consum- 
ers. 











THE INTEGRATED MARKETING INSTITUTION 
AND PUBLIC WELFARE 
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Eprtor’s Note: Messrs. Cassady and Lazo, in this 
and the following article, renew one of the oldest debates of 
marketing students. What they have to say, however, 
throws new light upon the familiar problem of chain stores 
and their social utility. 


INTRODUCTION 


wo new developments in the anti- 
chain legislative program have made 
their appearance during the year 1941. 
One of these is the “freezing” provision 
of the recently enacted Utah chain tax 
measure. While Section One of this enact- 
ment is quite orthodox;! Section Two is 
unique, imposing a drastic if not prohibi- 
tive annual tax of from $500.00 to $5,- 
000.00, depending on the number, on 
each new unit established by chain con- 
cerns after the effective date of the legis- 
lation. Upon becoming effective, the law 
would prohibit expansion by the large 
chains. However, the Utah measure is 
not as yet in effect because, although en- 
acted last March, it has now been re- 
ferred to the people and thus must come 
before the electorate for vote at the next 

general election, November 2, 1942.” 
The other type of anti-chain measure 
newly introduced into the legislative 
scene is exemplified by the Jesperson bill, 
also called the “‘anti-retail monopoly” 
bill, which made its appearance in the 
California Senate committee in January. 
1 Calling for an annual tax of from $50.00 for each 


store in chains having one hundred or less stores to 
$500.00 each for chains possessing five hundred or more 
units. 

2 This measure in its present form borders on un- 
constitutionality. Concerning it the State’s Attorney 
General said: “If tested by the courts Section Two would 
probably be held to be invalid as adopting an arbitrary 
and improper basis of classification for tax purposes.” 
Salt Lake Tribune, March 21, 1941. 
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This type of bill appeared also in almost 
identical form in the Pennsylvania As- 
sembly in May. This legislation—more 
subtle in approach—purports to divorce 
distribution and manufacturing. Though 
by no means “‘in the clear” constitution- 
ally, regulatory activity of this general 
type is not unprecedented, having ap- 
peared previously in the legally unique 
alcoholic beverage field as well as in that 
of motion pictures.’ But the Jesperson 
type bill goes farther than any of the 
earlier circumscriptions. Actually 
would seem to sever merchandise distri- 
bution from private brand promotion,'‘ a 
regulation with extremely far-reaching 
implications. 

Although the two types of legislation 
just mentioned are not currently of great 
importance they may be considered as 
“straws in the wind.” Those close to the 
situation insist that the Jesperson type, 
particularly, will appear in many a legis- 
lature within the next two years. It may 
be well therefore to re-examine the chain 
institution to determine the extent to 
which it is infested by the competitive 


3 See Cook, Edith N. “Restrictions on Marketing 
Integration” Law and Contemporary Problems, VIII, 
#2, Spring 1941, Pages 287-291. In the meat-packing 
field, the regulatory provisions of the famous consent 
decree also proscribe certain marketing activities. 

4 Section One, “It shall be unlawful for any person to 
conduct a retail business in the State of California and 
selling therein at retail articles or commodities which 
are in fair and open competition with articles or com- 
modities of the same general class sold by others... , 
to enter into directly or indirectly the manufacturing, 
production or packaging of such class of articles . . . or 
the sale at retail in retail store or stores conducted in 
California by such person, such articles or commodities 
so manufactured, produced or packaged.” (Italics 
mine.) California Senate Bill #1149. 
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restraints and monopolistic practices im- 
plied by the introduction of such legis- 
lative measures. In order to determine 
this, the chain system must be placed 
under glass and examined minutely from 
various angles. The chains must be 
viewed not only as purveyors of merchan- 
dise but as buyers of various commodi- 
ties, as employers of labor, and as pur- 
chasers of locations. On the basis of 
objective analysis this integrated method 
of distribution must either stand or fall. 


CHAIN PRICES 


Chain store prices by and large are 
lower than those in independent estab- 
lishments. On this point economists and 
governmental authorities are in general 
agreement. As to how much chains un- 
dersell independents, one cannot tell ex- 
actly, since various studies have given 
varying results, but all of the studies are 
in agreement on one point: Chain prices 
are lower than their independent com- 
petitors. 

The extent of price differences, of 
course, depends upon the types of mer- 
chandising establishment under consid- 
eration. According to reasonably reliable 
° idence independent prices are around 

> per cent higher in groceries; consider- 
“bb more in other lines. In some, indeed, 
the price difference is several times that 
obtaining in the grocery field. An average 
of 10% on total chain purchases of con- 
sumers probably is conservative. This 
figure, moreover, probably is less than it 
once was, since, among other forces, 
chain competition over a period of years 
has operated to increase the efficiency of 


> Among others, see: Maynard, Harold H., Weidler, 
Walter C., and Beckman, Theodore N., Principles of 
Marketing, Third Edition Ronald (1939) p. 146; and 
Converse, Paul D., and Huegy, Harvey W., The Ele- 
ments of Marketing, 2nd Rev. Ed. Prentice-Hall (1940) 
Pp. 369. See also Chain Stores—Final Report on the Chain- 
Store Investigation, 74th Congress, First Session, Senate 
Doc. #4, pp. 28-29. 


independent operation. “The chains in- 
augurated new methods of buying and 
selling and demonstrated new advantages 
and economies, which woke up hundreds 
of thousands of independent merchants. 
... In many a country village the pres- 
ence of a modern, systematized chain 
store has jolted the local storekeeper out 
of his easy-going habits, to the benefit of 
the whole community.’ 

This evidence as to materially lower 
prices in chains than in independent out- 
lets is no surprise to the economist, since 
he well understands that low price is a 
most important factor in chain success. 
The reasoning goes something like this: 


1. Chain operating expense is low, hence, 
on a purely cost basis, prices can be re- 
duced, given sufficient volume. 

2. Chain locations, while excellent in the 
sense that they are accessible to the 
masses, are not convenient in the old 
“run across the street for a loaf of 
bread”’ sense. Hence, if one is to obtain 
volume, prices almost of necessity must 
be lower to overcome the absence of im- 
mediate accessibility. 


Obviously, then, the chain enterpriser 
may not with impunity be shortsighted 
and attempt to keep prices high. Such a 
policy would be stupid in dealing with 
the type of customer to whom he caters,’ 
and the type of merchandising organiza- 
tion which he operates. The important 
point one must keep in mind in regard to 
chain and independent prices, is the fact 
that chain enterprise is a price leader. 
Except possibly in the gasoline and mo- 
tion picture fields, chain stores are agres- 
sive price competitors. Aggressive price 


6 Stewart, Paul W., and Dewhurst, J. Frederick, Does 
Distribution Cost Too Much? Twentieth Century Fund 
(1940), p. 82. 

7 “The most frequently stated reason for patronizing 
chain stores is lower prices and no other one reason for 
buying from chains approaches it in importance.” F.T.C. 
Final Report (Chain Store Inquiry) op. cit. pp. 66-67. 
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competition as a normal operating prac- 
tice is the very antithesis of monopoly. 

But lower prices for identical merchan- 
dise do not tell the complete story. Typ- 
ically, the consumer pays more for a na- 
tionally advertised branded article than 
for a similar article sold under private 
brand. Since many chains concentrate 
their merchandising efforts on privately 
branded merchandise, further consumer 
savings are made possible. Nor is this 
quite all. Aggressive price competition in 
time forces reductions in the whole con- 
sumer price structure, a fact of distinct 
economic significance. For example: Ten 
years ago a large mail-order chain en- 
tered the refrigerator field. From an al- 
most negligible percentage of total sales 
volume in its first year, it grew to do over 
15 per cent of the total in 1939, a business 
amounting to over 275,000 units.* The 
reason is not difficult to find: This chain 
concern saw the opportunity of tapping 
the low income market by shaving the 
price of “sound six-foot refrigerators to 
the lowest point in history,” by bisecting 
“the total of all distribution costs” and 
returning half to the consumer.® Most in- 
teresting is the fact that this competition 
was so effective that the more passive 
competitors—General Electric, Kelvina- 
tor, Frigidaire, and the rest—were forced 
to reduce their prices also. It should be 
noted, however, that these orthodox man- 
ufacturers would not take the lead in 
price reductions but waited until forced 
by competitive pressure to do so. 

To summarize: The mass distributors 
reduced prices because their relatively 
low cost of distribution enabled them to 
compete effectively on a price basis.!° 
One can conclude only that: “The mer- 

8 “The Nudes Have it,” Fortune, Vol. XXI, #5, May 
1940, p. 104. 

® Ibid., pp. 102 and 104. 

10 Temporary National Economic Committee, Mono- 


graph #1, Price Behavior and Business Policy (1940), 
P. 147. 


chandising policy of mail order houses, 
department stores, [and] chain stores ex- 
erts a strong and effective influence to- 
ward the making of low prices.’”™ 


PossiBLE CAusEs oF Low 
CHAIN PRICES 


If the low prices for consumption goods 
are made possible by sweating labor and 
“underpaying” farmers or other sup- 
pliers, they, of course, cannot be justified 
socially. If, on the other hand, they are 
made possible by more effective methods 
of distribution, they can be. Lower prices 
in other words, may result from either 
one or a combination of two conditions: 


1. Exerting monopsonistic pressure and 
thus “underpaying” suppliers of mer- 
chandise or services essential to the 
mass distributors, or 

2. Eliminating wasteful handling and thus, 
by an increase in distributive efficiency, 
making possible a reduction in margins 
and, hence, prices. 


CHAIN RELATIONS WITH SUPPLIERS 


Merchandise. If chains have been suc- 
cessful price competitors only because of 
a monopsonistic power which has al- 
lowed them to exert pressure on mer- 
chandise resources for unwarranted price 
concessions, then obviously their success 
is not a true measure of efficiency. The 
subject of chain purchasing power has 
given rise to more misinformation than 
almost any other phase of the subject. 
This is due largely to what appears to be 
a “‘reasonable” explanation of chain suc- 
cess. The layman, in other words, jumps 
to the conclusion that since chains have 
size, they have power, and—they argue 
—if they have power they must exert it. 
“How else could they achieve success?” 
they ask. 


11 Nourse, Edwin G., and Drury, Horace B., Indus- 
trial Price Policies and Economic Progress, Brookings 
Institution (1938), p. 54. 
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Such thinking is very faulty. It fails to 
take several important factors into ac- 
count: First, chains very often are not 
the more powerful of two traders. Con- 
sider the situation for example where co- 
operatives are entrusted with the sale “‘of 
from $0 per cent to go per cent of a prod- 
uct in a given area.’ Consider also the 
situation in which a chain buys from such 
Gargantuan institutions as General 
Foods, Standard Oil, or any one of the 
other industrial giants. Needless to say 
in any intensive bargaining between the 
chains and these types of business enter- 
prise, one may of assume that the chains 
would come out on top. 

Second, the chains, it must be under- 
stood, depend upon resources as much 
as the resources depend upon them. 
They must, in other words, “.. . assure 
themselves of a continuous supply of uni- 
form quality” product.’ In short, most 
of the chains find it advantageous, if not 
absolutely necessary, to retain more or 
less permanent connections with those 
from whom they buy. This statement ap- 
plies not only to food processors, but also 
to farmers and local shippers who sell di- 
rect to them." 

Third, the chains depend to a consid- 
erable extent in some areas on the cus- 
tom of the farmers in those areas. They 
must, therefore, treat these suppliers 
right in order to sell their merchandise to 
them. Indeed, in order to avoid any 
chance of being classed as a “‘chiseler,” 
one large food chain does not allow its 
buyers to make counter-offers." 

Finally, there are laws which proscribe 


® Erdman, H. E. “Relation of Mass Buying to Mass 
Selling.” THE JOURNAL OF MARKETING. Vol. II, #1, July, 
1937, p. 16. 

8 Ibid., pp. 15-16. 

“ Temporary National Economic Committee, Mono- 
graph #35, Large-Scale Organization in the Food In- 
dustries (1940), p. 106. 


* “Safeway Stores, Inc.” Fortune, Vol. XXII, #4, 
October 1940, p. 128. 


discriminatory treatment of buyers by 
sellers. The Robinson-Patman Act, for 
example, makes discrimination as be- 
tween customers unlawful, “‘... where 
the effect... may be... to injure, de- 
stroy, or prevent competition...” and 
establishes a system whereby advanta- 
geous terms must be based upon genuine 
savings in cost. This measure thus makes 
unlawful the arbitrary granting of ad- 
vantageous terms to chain concerns and, 
indeed, makes chain buyers equally 
guilty with sellers. 

There undoubtedly have been indi- 
vidual instances of chains exerting pres- 
sure on suppliers. Even at this point, 
however, one wonders where legitimate 
negotiation stops and so-called “blud- 
geoning”’ begins. It is the opinion of one 
governmental investigator thatcriticisms 
against the mass buyer come more often 
from those who do not sell them than 
from those who do. Actually “... the 
mass buyer today places less emphasis on 
trying to drive shrewd bargains... and 
more on building up steady sources of 
supply.” 

There is no question but that the ad- 
vantages attributed to chains of obtain- 
ing discounts has beenover-emphasized."” 
Indeed, one unusually qualified expert— 
a former assistant chief economist on the 
Federal Trade Commission staff—be- 
lieves that “ allowances made by 
sellers for quantity have relatively sel- 
dom represented the full amount of the 
savings in selling and delivery costs that 
were involved. .. . ”!* It is his opinion, in 
other words, that very often chain dis- 
counts have been less than the saving in 
cost of serving this type of enterprise. 


16 T.N.E.C. Monograph #35, op. cit., p. 106. 

17 Temporary National Economic Committee Mono- 
graph #23, Agriculture and the National Economy (1940), 
p. 26. 

18 Stevens, W. H. S., “An Interpretation of the Rob- 
inson-Patman Act,” THE JOURNAL OF MARKETING, Vol. 
Il, #1, July, 1937» P+ 44- 
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That differentials between buying 
prices of chains and independents have 
been exaggerated in the lay mind is born 
out by the Federal Trade Commission’s 
own figures.!® These data reveal that in 
the grocery field almost 85% of the price 
advantage enjoy ed by chains was due, 
not to lower prices of purchased mer- 
chandise, but to the efficiency of sales op- 
erations, while in drugs over 90% was at- 
tributable to the operating phase of the 
business, and less than 10% to buying. 
In short: The great bulk of advantage 
enjoyed by chain stores is not on the pur- 
chasing side at all, but in the lower sell- 
ing and operating costs. More: The study 
from which the foregoing conclusions 
were drawn was made before the enact- 
ment of the Robinson-Patman Law, 
hence much of the small buying advan- 
tage that existed at the time the study 
was made probably no longer obtains. 

Labor. If chains were succeeding be- 
cause employees were forced to work 
long hours at a low wage, this would not 
be efficiency but exploitation, and as 
such would have to be condemned by the 
economist. If one had no positive proof 
one way or another, except the fact that 
union organizations are friendly to chain 
stores, hours and wages of chain enter- 
prises would have to be judged, prima 
facie, fair. But there are objective data 
on this point as well. Two studies have 
been made on this phase of chain opera- 
tion: 


(1) The Federal Trade Commission sur- 
vey—based upon a small sample in 
1931— indicating that the simple aver- 
age weekly wage of chains was $23.82, 
as against $28.10 in the case of inde- 
pendents.”° In other words, according 


19 Phillips, Charles F., ““The Federal Trade Commis- 
sion’s Chain Store Investigation: A Note,” THE JOURNAL 
OF MARKETING, Vol. II, #3, January, 1938, p. 191. 

20 Federal Trade Commission, Chain Store Inquiry, 
S. Doc. #82, 73rd Congress Table 9, p. 19. 


to this study, chain wages were less 
than those of independents. This study 
has been rather thoroughly discredited 
if only because of the size and nature 
of the sample utilized.” 

(2) The more recent and more complete 
Census of Business surveys in 1933 
and 1935, indicating that chain sal- 
aries are substantially higher than 
those paid by independents,” and that 
this differential obtains not only on 
the average but for most types of 
stores.” 


While there are serious limitations to 
accuracy in each series one must infer 
from the various factors involved that 
the conclusions indicated by the latter 
are more likely to be correct. The fact is 
that large scale firms have economic ad- 
vantages which make the higher wages 
possible. For one thing, average sales of 
employees are twice as high in chains as 
in independent enterprises. This means, 
of course, that chains’ selling cost—the 
highest single item of distribution ex- 
pense—is halved. Indeed: ‘‘Not more 
than half the independent grocery stores 
have a volume of business sufficient to 
provide their proprietors and employees 
with a wage approximately that of the 
average chain store employee. They are, 
as a matter of fact, enabled to stay in 
business only because those who operate 
them are willing to work long hours for 
low rates of pay.’ Many of the inde- 


21 Sharbrough, Ralph B., “Statistical Problems in 
Food Distribution,” THE JOURNAL OF MARKETING, Vol. 
III, #4, April, 1939, pp. 380-388. 

2 Independent and chain wages for 1933 and 1935: 


Chain Independent 
1933 (a) $1,080.70 $958.50 (Full time em- 
ployees only) 
1935 (b) 944.50 go1.20 = (Includes part time 


employees) 

(a) Adapted from Census of American Business (1933) 
by R. S. Alexander. See Alexander, R. S. and others, 
Marketing (1940), p. 245. (b) Census of Distribution 
(1935), Vol. IV, p. 13 (Computed from Payroll). 

%3 Alexander, R. S., op. cit., p. 245. 
* T.N.E.C. Monograph #35, op. cit., p. 64. 














THE FOURNAL OF MARKETING 





257 





pendents, in other words, are parasitical 
in the sense that they depend upon such 
practices for survival, and remain in ex- 
istence only through exploitation of their 
owners (by themselves!), their owners’ 
families, or their employees. 

It must be recalled, finally, that union- 
ization of retail employees is a relatively 
recent phenomenon and that latterly, 
therefore, conditions probably have been 
improved in the trades so unionized. It 
must be further recalled that large scale 
operations give workers a better chance 
to organize and that, therefore, union or- 
ganization undoubtedly has been more 
effective among the personnel of the 
mass distributors than among that of in- 
dependent merchants. We must conclude 
consequently, that the differential in 
favor of chains which existed six years 
ago, probably is greater at the present 
time, and that the chains are vot vulnera- 
ble in the matter of wages. 

Locations. Chains buy not only mer- 
chandise and labor, but also store loca- 
tions. It is conceivable that whatever 
power they possess allows the integrated 
institution to exert pressure on landlords 
and thus obtain their locations at much 
less cost than that borne by the inde- 
pendent merchant. This, conceivably, 
could be the reason for their competitive 
advantage in the market place. Here 
again the buyer is by no means univer- 
sally in the stronger bargaining position, 
the chain having of necessity to obtain 
sites which will produce volume. It may, 
indeed, be the chains and not the land- 
lords who are squeezed in many in- 
stances. 

The only study known to have been 
made on this phase of chain operation 
was that by the Federal Trade Commis- 
sion. While this was a sample study only, 
and thus may be in error as regards rep- 
resentativeness, one feels that the results 
are at least indicative of the situation ac- 


tually obtaining. The study showed, sim- 
ply, that chains pay on the average 81 
per cent more for their locations than in- 
dependents in the same line of merchan- 
dising activities.» This does not mean 
that chain locations are more costly in 
terms of per cent of sales, however. On 
the contrary, these well-chosen, more ex- 
pensive locations actually are more effi- 
cient in operating cost terms. Indeed, sci- 
entifically studied store locations are an 
underlying factor in chain competitive 
success. 


CHAIN Store EFrriciENcy 


Since lower prices charged by chain 
stores are not the result of exploitation of 
resources, labor, and other suppliers of 
service, the cause must lie in another di- 
rection. The fact is, as has been implied 
earlier, that the main chain advantage 
lies in the chain’s superior operating eff- 
ciency. There is no question about the 
relative efficiency of the integrated dis- 
tribution system. It is admitted by most 
economists," by various governmental 
agencies,”’ and even by the courts.”* As a 
matter of fact, this superiority as regards 
efficiency is the basic reason for the suc- 
cess of chain merchandising. Were it not 
for the relative efficiency of the inte- 
grated system, in other words, chains of 
the mass distributing type would not be 
an important factor in our economy. 


% F.T.C. Chain Store Inquiry, op. cit., S. Doc. #93, 
p. 46. 

% Among others see: Nourse, Edwin G., and Drury, 
Horace B., Industrial Price Policies and Economic 
Progress (1938), Walton Hamilton and Associates Price 
and Price Policies, McGraw-Hill (1938), Stewart, P. W. 
and Dewhurst, J. F., Does Distribution Cost Too Much? 
Twentieth Century Fund, Willard Thorp and Others 
Economic Problems in a Changing World.” Farrar & 
Rinehart (1940). 

27 See particularly recent studies made by the 
T.N.E.C., especially Monographs #1, 17, 23 and 35. 

28 See The State Board of Tax Commissioners of In- 
diana v. Jackson, 283 U.S. 527 (1931)—Stewart Dry 
Goods Company v. Lewis, 294 U.S. 550 (1935)—Great 
Atlantic and Pacific Tea Company v. Grosjean, 301 U.S. 
412 (1937). 
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One of the most effective methods of 
demonstrating marketing efficiency is by 
comparing margins—by comparing how 
much of each dollar spent by consumers 
is retained by the marketing system for 
necessary expenses and for profits. While 
this method is not infallible, it is pos- 
sessed of strong indicative qualities. The 
distribution system which retains less for 
expenses and profit probably is the more 
efficient system. In every study made it 
has been discovered that the chains re- 
tain a much smaller gross margin per- 
centage than independents. In groceries 
for example, in a study made by the 
Harvard Bureau of Business Research, it 
was found that while the chains retained 
less than 20 per cent, independents re- 
tained approximately 29 per cent, almost 
half again as much.”* Somewhat the same 
situation obtains in drugs.*° In refriger- 
ators the comparison is even more strik- 
ing, the figures in this case being 36.7 
per cent as against 55 per cent. A similar 
situation prevails in electric washing 
machines." In the tire field, similarly, 
Goodyear Allweather tires sold through 
the orthodox channels to retailers at 
$8.40 in 1930, for a total distribution cost 
of $3.44. Of this the intermediary dis- 
tribution functions accounted for 16 per 
cent and expense was 25 per cent of the 
retail price, or 41 per cent in all. Sears, 
Roebuck’s 4// State tire, a comparable 
product, and sold through Sears, Roe- 
buck’s retail stores for $6.47, entailed a 
total distribution cost of only $2.07, or 
33-2 per cent. Incidentally, the difference 
in distribution costs accounted for most 
of the differential of $1.93, or 23 per cent 
in the price of the two tires. These are 
not isolated examples but are typical of 


29 T.N.E.C., Monograph #35, op. cit., p. 62. 

* F.T.C. Chain Store Inquiry, op. cit., S. Docs. #95, 
96, 97 and 98, pp. 5, 6, 6 and 6 respectively. 

31 T.N.E.C., Monograph #1, op. cit., p. 145. 

® Twentieth Century Fund, op. cit., p. 54. 


relative chain efficiency in most mer- 
chandising lines. 

If efficiency is thought of in terms of 
the quantity of productive resources 
necessary to perform a given necessary 
operation—as it must be—it can well be 
seen that the chain is the more efficient 
type of enterprise. And since such mass 
retailers have been able to reduce costs, 
they are able to reap the benefits of that 
advantage by attracting more business 
through lower prices. 

The reasons for the superior efficiency 
of the chain method of distribution are 
not difficult to discover. Essentially the 
superiority lies in superior management, 
in the elimination of costly duplication 
of effort, and in a reduction in the 
amount of services offered. Let us look 
at these in order: 

(1) Superior management in chain 
enterprises is made possible by large 
sales volume. That is to say, volume 
makes possible the separation of plan- 
ning and doing and the full utilization of 
specialization of effort. Large volume es- 
tablishments, in other words, are enabled 
to hire top merchandising brains without 
great cost in terms of percentage of sales. 
Efficiency of management is manifested 
in the selection of volume locations (so 
that sales expense percentages are re- 
duced), scientifically determined layouts 
(which allow greater efficiency of sales 
people), sound stock control systems 
(which yield continuous information on 
customer requirements), and an intelli- 
gent low price policy (which makes ad- 
vertising and sales effort expenditures 
less costly because of reduced consumer 
resistance). 

(2) Just as important as the foregoing 
is that saving arising out of the integra- 
tion process itself. Perhaps the most im- 
portant saving coming about as a result 
of integration is the group of economies 
resulting from the tremendous reduction 
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in intra-industry selling.** The integrated 
system makes for the elimination of a 
costly and fumbling merchandising serv- 
ice by substituting intelligence. Instead 
of sending out products blindly in search 
of markets, mass distributors bring 
quantities to known markets through 
relatively frictionless channels. All of 
these savings are very real and, com- 
bined, result in material reduction in 
marketing costs.* 

To conclude: There is no doubt as to 
the economy arising out of the integra- 
tion of retailing and wholesaling. ““The 
average independent retailer may spend 
as much as one-third of this time going to 
the market and in interviewing the vari- 
ous salesmen who call upon him. This is 
a cost both to the retailer and to the 
wholesalers and processors who employ 


% This is best illustrated in the field of electric re- 
frigerators: First of all, the manufacturer of (say) 
Sears’ boxes, does not have to do any distributor selling 
at all. Rather, in a conference between distributor and 
producer, Sears agrees to buy, and the manufacturer to 
deliver, so many units at such and such a price for the 
year. Incidentally an advance knowledge of the number 
required of him, aids the manufacturer materially in 
reducing factory expense. Indeed, the “gearing” of 
marketing and manufacturing functionaries is produc- 
tive of many economies. Second, the integrated system 
eliminates the distributor-wholesaler altogether. Ship- 
ments, instead, are made directly from the factory to 
the stores, which means that a great deal of useless 
handling is eliminated. Finally, since customers abound 
and sales resistances are reduced, mass distributor sales- 
men are paid a smaller percentage on each sale than 
their brethren in orthodox distribution channels (al- 
though, probably, each makes more in total). 

* The wasteful duplication of activities which can 
be eliminated by chain distribution is demonstrated in 
the food field also. For example in 1936: “With a total 
working force of 233 people, the chain system bought, 
assembled and delivered, 5350 cars of fresh fruits and 
vegetables for its 950 retail units . . . This is an average 
of, roughly, 24 cars per person . . . Compared with this 
the regular channels handled about 40,755 cars... with 
an equivalent of 4150 full-time employees, or an average 
of only about ten cars per person... .” A tremendous 
amount of time, in other words, is spent by independents 
in the market. “The elimination of this sort of thing 
through the integration of the wholesaling and retailing 
functions represents one of the chief advantages pos- 
sessed by the mass distributor.” T.N.E.C., Monograph 
#35, Op. cit., pp. 68 and 69. 


the salesmen to call upon him. The 
chains, both corporate and cooperative 
[on the other hand], have demonstrated 
the economies to be achieved by com- 
bining these functions. The expansion of 
chains of all types may eventually solve 
this part of the problem.’’® 

(3) The elimination of all unnecessary 
services, such as credit and delivery, as 
well as expensive facilities and fixtures, 
also makes for reduced expenses in mar- 
keting. To assume that all stores would 
be successful in so doing, of course, would 
be foolish. There are, in other words, 
certain consumer groups which demand 
costly services. The point is, however, 
that the masses are willing to forego ex- 
pensive services in exchange for conces- 
sions in price. This stratification of retail 
institutions allows those who care to deal 
“cash and carry” to obtain the savings 
by so doing. 

What we need is more integration, not 
less, if the results which have been de- 
scribed can be expected in other fields. 
But above all we need experimentation. 
““...And when a new method that 
offers any promise of success appears on 
the scene, be it chain stores, mail order 
houses, super-markets, co-operative mar- 
keting or any other, it should be wel- 
comed and given its fair chance to prove 
itself. . . .”%* For it is of this sort of thing 
that effective competition is composed. 
Moreover, it is only out of effective com- 
petition that we can expect lower prices. 
And it is through lower prices that the 
increased scales of living to which all 
look forward, are made possible. 


PrivaTeE Branp ComPETITION 


The term private brand is somewhat 
unfortunate. It is unfortunate because 


% T.N.E.C., Monograph #23, op. cit., p. 34. 
% Griffin, C. E., ““The Economic Significance of Re- 


cent Price Legislation,” THE JOURNAL OF MARKETING, 


Vol. III, #4, April, 1939, p. 370. 
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from its connotation one may easily gain 
the mistaken impression that the thing 
of which it is descriptive is a socially un- 
desirable private matter as opposed to 
(say) some rightful public proposition. 
Actually the term private brand means 
merely that the brand is not sold by 
other distributors in the same state of 
distribution. A better term, perhaps, 
would be distributors’ brand, since most 
of the so-called private brands are con- 
trolled by marketing firms. Distributors’ 
brands, of course, compete with manu- 
facturers’ brands in the market place. 
Usually they are not extensively adver- 
tised. Most often (and this was borne out 
by Federal Trade Commission figures) 
comparable merchandise under distrib- 
utors’ labels is sold at prices substan- 
tially lower than those charged for stand- 
ard brand merchandise, percentages 
varying from 12.3 per cent for groceries 
to 26.5 per cent for toilet articles.*’ Sub- 
stantial differentials prevail also in du- 
rable goods such as washers, refriger- 
ators*® and tires.*® In other words, ‘““The 
manufacturer who develops a demand 
for his goods by advertising may, be- 
cause of this demand, be able to [and 
usually does] secure a higher price for 
his goods... .””4° 

““Manufacturers’ nationally advertised 
brands often are sold on very narrow 
margins.’ This narrow margin situation 
in turn is possible only because of the 
quasi-monopolistic control enjoyed by 
such vendors. To put it differently, cer- 
tain manufacturers, enjoying the ad- 
vantages of strong consumer preference, 
are able to command the retail distribu- 
tors’ services at lower cost. Hence, the 


37 F.T.C, Chain Store Inquiry, op. cit., Doc. #142, pp. 
93 and 96. 

38 T.N.E.C., Monograph #1, op. cit., p. 45. 

39 Supra, p. 12. 

#0 Converse, Paul D., and Huegy, Harvey W., op. cit., 
p. 269. 

"| Tdid. 





retail distributor, adversely affected in 
his perfectly legitimate attempt to earn 
profits, in a sense is forced into private 
brand promotional activities. 

In contrast to the manufacturer’s 
policy of charging what the traffic will 
bear, private brand prices are more often 
based upon costs. One large western 
chain enterprise—typical of many, no 
doubt—‘“‘will not price a controlled 
brand lower than a competing brand 
unless the price difference is justified by 
actual cost differences.’’*? That there 
often is room for lower retail prices when 
the cost formula is applied is undeniable. 
In some fields—drugs and cosmetics, for 
example—the price based upon cost is 
only a fractional amount of the price set 
by the manufacturer. While this perhaps 
is not typical of all fields, in most some 
difference obtains. This means, then, 
that there is an opportunity for price- 
minded distributors, even while paying 
suppliers the full price asked by them 
and while retaining more adequate mar- 
gins for themselves, to sell merchandise 
at lower prices. 

It must not be thought that private 
brands are handled by chains to the ex- 
clusion of standard brands. On the con- 
trary, most chains carry both. At the 
time of the Federal Trade Commission 
Inquiry it was found that the total pro- 
portion of private brand business done 
by chains was only a little more than 18 
per cent of total chain sales. This figure 
of course includes sales of those chains— 
Penney’s, Gallen Kamp’s, Sears, and 
others—whose proportion of own label 
merchandise is unusually high. In some 
fields—groceries, for example—the figure 
is somewhat lower. Even when the total 
percentage figures are used as criteria, it 
would appear that the private brand 


2 Safeway Policies (January 1, 1941), p. 14. 
* F.T.C, Chain Store Inquiry, op. cit., 
129. 
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situation is far from monopolistic. But 
when one realizes that this figure is an 
even smaller percentage of fotal retail 
sales and what is more that there are 
scores of competing privately branded 
products on the market, the monopolistic 
“bogey” disappears into thin air. 

The percentage of privately branded 
merchandise actually manufactured by 
distributors is exceedingly small. At the 
time of the Federal Trade Commission 
Inquiry, it was found that only 8.1 per 
cent of all privately branded merchan- 
dise was of the firm’s own manufacture.“ 
This includes the figures of those firms— 
The Knox Hat Company, for example— 
which were essentially manufacturers 
and not distributors. There is evidence 
leading to the conclusion that even this 
low figure of goods manufactured by dis- 
tributors has declined since the Inquiry. 
For one thing, at that time the A. & P. 
Company’s percentage of goods manu- 
factured—probably highest in its field— 
already was tending downward.* For 
another, “A few years ago both Mont- 
gomery Ward and Sears started taking 
over small factories which had been pro- 
viding them merchandise on contract 
... [but] found that they could not 
supervise and operate these manufactur- 
ing plants as efficiently as the original 
owners, so both changed policies and re- 
sumed purchasing on contract.’* Evi- 
dently, distributors find, often, that they 
can buy cheaper than they can manu- 
facture. 

It must not be imagined that the pri- 
vate brand is exclusively a chain store 
phenomenon. Indeed, private brand 
goods constitute one of the principal 
features of several of the national co- 
operative chain groups—of independent 


“ Tbid., p. 1X. 

% Ibid., p. 14. 

* Agnew, Hugh and Houghton, Dale, Marketing 
Policies (1941), p. 230. 


merchants doing business by cooperative 
methods. These independent groups in 
fact probably utilize private brands just 
as extensively as the ownership chains.*” 
Department stores typically handle pri- 
vate labeled merchandise also. The May 
Company, for example, has a large list of 
items sold under their own brand. Meier 
& Frank, of Portland, Oregon, and R. H. 
Macy, of New York City—typical of 
scores of others—are doing the same 
thing. The latter aggressively promotes 
Macy’s own merchandise, and features 
it not only in its own establishment but 
also in some of the large eastern super- 
markets along with the supermarkets’ 
own privately labeled products. The best 
known of all private brands to the public, 
however, are those of the wholesalers. 
Many people recognize such well known 
names as: Reid, Murdoch and Com- 
pany’s Monarch brand, Sprague, Warner 
and Company’s Richelieu, Sussman and 
Wormser’s S. & W., and Haas Brothers 
Trupak and Dodge brands, for example, 
since these—unlike many of the others-— 
are extensively advertised. 

It is very probable that a larger pro- 
portion of total sales now is in privately 
branded merchandise than (say) ten 
years ago. In fact the private brand 
problem has been intensified for the in- 
dependent merchant to some extent at 
least, as a result of his own efforts, 
through the establishment of “‘fair 
trade” and “unfair practices” acts. In 
other words, because of “retailer pro- 
tective” legislation, standard and pri- 
vate brand retail price differentials are 
much greater now than heretofore. This 
means simply that the promotion of such 
merchandise now is even more attractive 
than it was before such legislation was 
put into effect; that the more alert re- 
tailers merely are taking advantage of 


47 F.T.C. Chain Store Inquiry, op. cit., Doc. #12, pp. 
127, 128, 131, 133 and 134. 
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opportunities presented them by the new 
situation obtaining. 

Manufacturers should not be thought 
of as having a God-given right to pro- 
mote brands. As a matter of fact, all 
marketing experts agree that sales pro- 
motional effort is a function of marketing, 
not manufacturing. Hence, if anyone 
should be assigned the exclusive task of 
promoting brands (which normally 
would be utterly ridiculous) the markét- 
ing institution and not the manufacturer 
would be the one. Many manufacturers 
actually confine their efforts to supplying 
the form-changing function leaving the 
problem of establishing specifications 
and guaranteeing quality—both abso- 
lutely necessary in branded merchandise 
selling—to those specializing in carrying 
marketing functions. 

To sum up then: the distributor is by 
no means completely out of his rightful 
place when he engages in brand promo- 
tional activities. Nor does he enjoy a 
monopoly power in his private brand 
merchandising efforts. As a matter of 
fact it would seem more likely that it is 
the manufacturer’s prices, not the dis- 
tributor’s, which are monopolistic. Dis- 
tributors’ brands usually tend not to- 
ward monopoly, but toward quite the 
opposite—improving the quality of com- 
petition. The private brand aids society 
by helping to keep national advertising 
manufacturers in line price-wise.*® More- 
over as long as we have freedom of enter- 
prise and freedom of consumer choice, 
the offering of so-called private brands 
by distributor will continue to be a 
healthy competitive activity rather than 
one possessed of monopolistic tendencies. 


48 Some national advertising manufacturers enjoy 
exceptional earnings, indicating, perhaps, the need for 
even more intensive competition. To illustrate: On a 
basis of invested capital less intangibles, earnings of 50 
per cent are not uncommon. See Grether, E. T., Price 
Control Under Fair Trade Legislation, Oxford University 
Press (1939), p. 488. 


Monopo ty 1n CHAIN FIELD? 


Do chains, in any sense, enjoy a 
monopoly control of the market? First of 
all let us look at the proposition gener- 
ally. In the United States the chains in 
1939 did less than 21 per cent of the 
country’s total retail business.*® In only 
one case—that of variety stores—do 
chains have as much as $0 per cent of the 
market. In that case they did almost 87 
per cent, but even there—one should bear 
in mind—they must compete not only 
among themselves (since no one concern 
has even close to the bulk of the busi- 
ness) but directly with independent 
hardware, drug, candy and dry goods 
stores, in the sale of much of their mer- 
chandise. This is far from a monopolistic 
situation. 

As compared with industrial concerns, 
concentration in distribution is relatively 
insignificant. When one compares the 
proportion of business controlled by the 
three leading concerns in various in- 
dustrial lines with that controlled by 
(say) the three largest grocery chains, 
the latter control is, indeed, slight. On 
this basis we find the grocery chains 
doing 22 per cent of the business, as 
against go per cent for the leading auto- 
mobile manufacturers, 65 per cent each 
for the three largest steel and tire con- 
cerns, 58 per cent for the leading gasoline 
firms, and 80 per cent for the three 
largest cigarette manufacturers.*” 

Moreover, “... it may be said that 
so far as agreements, conspiracies and 
combinations in restraint of trade among 
chain stores themselves are concerned 
the [Federal Trade Commission] inquiry 
. . . failed to disclose any such practices. 
On the contrary, [it was found that] 
chain companies within the various com- 


49 U.S.D.C., Bureau of Census “Retail Trade: 1939 
by Types of Operation,” United States Summary (April 
16, 1941). 

50 T.N.E.C. Monograph #35, op. cit., p. 90. 
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modity groups actively compete with 
other chains in the same group.’ Prac- 
tically no one has even alleged any col- 
lusive action between chain competitors 
—a remarkable record, indeed.” 

One other method of testing the exist- 
ence of monopoly is that of evaluating 
the profitableness of the enterprise. This 
is not an infallible test by any means, 
since a poor showing may merely mean 
that the monopolist is acting in a stupid 
manner as regards price policy, and a 
good profit position on the other hand, 
may mean only that the dominant con- 
cerns are exceptionally efficient. Indeed, 
a monopoly control of a market may ac- 
tually arise from efficiency. Profitableness 
may be an indication, however, when 
used in conjunction with other tests. 

Reliable profit figures are rare, par- 
ticularly figures covering a period of 
years. There are some data, however. 
A study of net profits per $100 of tan- 
gible net worth, based upon reports 
turned in to the Securities and Exchange 
Commission, indicates that while chain 
variety stores and mail order houses had 
earnings somewhat in excess of average 
returns for eighteen industries, chain 
food store earnings were considerably 
less than average.® It is somewhat en- 
lightening to note, however, that while 
mail order houses and chain variety 
stores were earning 12.14 per cent and 
13.62 per cent in 1937 respectively, the 
presumably competitive chemical com- 
panies, cigarette companies and auto- 
mobile concerns were earning 14.54, 
16.21 and 20.42 per cent respectively. 
A similar comparison may be made for 


the year 1938 with somewhat the same 
results. 


! F.T.C. Final Report, op. cit., p. 23. 

8 Ibid. 

8 Survey of American Listed Corporations, a Works 
Project Study, Sponsored by the Sec. & Exch. Com., 
March 1940, Vol. I, pp. 273-275, Vol. II, pp. 355-357. 


In the chain grocery field we have 
more complete figures.* If one computes 
earnings on a basis of capitalization one 
finds that five leading food chains earned 
25.17 per cent in 1927 but that the 
figures dropped every year, with one 
minor exception, until 1937, when earn- 
ings were only 6.94 per cent.® And this, 
it must be recalled, in the face of the fact 
that chains were gaining in terms of pro- 
portion of the total business done. To 
conclude, the profit rate of food chains 
has declined steadily as their percentage 
of total business has increased. 

This merely confirms the opinion that 
in such a field as distribution it is very 
difficult, if not impossible, to effect a 
monopoly. There, of course, may be an 
oligopolistic situation, where non-ag- 
gressive competitors concentrate on non- 
price competitive techniques and choose 
not to “stir up” the trade by reducing 
prices. Certain types of competitors 
actually do choose to direct the con- 
sumers’ attention away from price by 
concentrating sales effort on real or 
imagined superiority of goods or services. 
But this type of situation was even more 
common before the chain store than it is 
now. 

One must reiterate that except for con- 
ditions brought about governmental in- 
terference, retailing today is more com- 
petitive than ever before. On this the 
private economist and the government 
investigator agree.*® Nor does one have 
any basis for predicting that competition 
is likely to become less keen as time goes 
on. For one thing, not only is there no 
important control of supply by chains, 
but the retailing business is such that 
even though great numbers of outlets 


« T.N.E.C. Monograph #35, op. cit., p. 96. 

55 Thid. 

% See among others: Grether, E. T., op. cit.; and 
Hoffman, A. C., T.N.E.C., Monograph #35, op. cit., 
102. 
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were controlled (assuming, of course, 
that intelligent choice-making were re- 
tained by consumers), the effect would 
be negligible, since stores are only chan- 
nels through which goods flow and not 
the source of the goods themselves. No 
chain enjoys such uniqueness as to en- 
able it to control supply to its own ad- 
vantage, and no chain is likely to do so. 
For another, the chain movement prob- 
ably has achieved a peak, and hence con- 
centration is not likely to become more 
intense in any case. This seems to be 
true in many lines and is particularly 
true in the food field. Again, even assum- 
ing the absurdity of chain dominated 
markets, ease of entrance into the retail 
field precludes any seller from holding 
prices inordinately high. In most mer- 
chandising fields, in fact, opening new 
outlets can be effected almost literally 
over night. Finally, the Department of 
Justice and the Federal Trade Com- 
mission, are ever watchful and will 
pounce upon would-be monopolists at 
the slightest provocation. Chain monop- 
olies, therefore, are very unlikely, if not 
impossible. 

It should be recalled once again that 
when one speaks of the chain, he is 
speaking of a method of operation and 
not of individual firms, and hence even 
when the field is dominated by chains, 
rivalry for volume may be extremely 
keen. It is not likely, under such condi- 
tions, that any one firm would be able to 
dominate the market. It must be recalled 
also that even when a vendor enjoys a 
large proportion of the business going to 
his class of store, the amount of intra- 
trade competition is tremendous—as, for 
example, between variety stores and 
drug stores, or between department store 
basements and chain dry goods stores. In 
such situations, competition may be ex- 
tremely severe, and in point of fact 
usually is. 


CoNnCLUSIONS 


If chain stores did in fact monopolize 
the retail field, legislative ‘“‘hobbles”’ 
would indeed be justified. Such circum- 
scriptions, in other words, would be a 
means of furthering competition. Since, 
however, one must conclude that mo- 
nopoly is non-existent in the chain store 
field, such restrictions not only are un- 
necessary, but are very dangerous, since 
they penalize the more efficient merchant 
in his efforts to compete. Under non- 
monopolistic conditions, in other words, 
destructive legislation is protective of the 
competitors of those against whom it is 
directed. Or as one economist put it: 
““,.. since the retail field is not monop- 
olized, the effect of these laws is to limit 
competition.’”®’ (Italics mine.) 

As we have indicated previously: In 
recent years retail competition has be- 
come more severe than ever before. In 
fact, ‘“This increase in competitive pres- 
sure has been one of the chief factors 
provoking the persistent clamor for relief 
from price competition, [in the form of 
price maintenance laws] as well as for 
other remedial measures, such as anti- 
chain legislation.”®* And, “When we 
seek the sponsorship of these laws, we 
find, interestingly enough, the same 
group of people sponsored [them] all. . . . 
These groups are the small, independent 
retailers and the wholesalers who serve 
those retailers. Moreover they are pri- 
marily the independent retailers and 
wholesalers in those lines of trade in 
which the chain stores have made sub- 
stantial progress. .. .””®° 

Some independent enterprisers, to be 
sure, have chosen the more constructive 
course of cooperation with others, as 
voluntary chain organizations in order to 
employ the non-patented multiple unit 


57 Thorp, Willard L. and others, op. cit., p. 693. 
58 Grether, E. T., op. cit., p. 235. 
5 Griffin, C. E., op. cit., p. 368. 
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techniques in their merchandising activi- 
ties. Many, however, would rather seek 
what they consider the easier road— 
legislative relief. The independent re- 
tailer, when feeling competition too 
keenly, has been demanding and getting 
legislation providing for: (1) The estab- 
lishment of “satisfactory” prices, below 
which no aggressive competitor could go 
(“fair trade” laws). (2) The prevention 
of “‘excessive” price cutting, in fields 
which are not readily controlled through 
“fair trade’ measures (unfair practices 
acts). (3) The prevention of “inequit- 
able” quantity discounts extended mass 
distributors (the Robinson-Patman law). 
(4) When the foregoing proved not com- 
pletely effective, direct action against 
mass distributors, either through dis- 
criminatory tax laws or, now, through 
proscription of some activity vital to the 
chain’s most economical operation. 
Obviously, despite protests to the con- 
trary, what many fear is not the effect of 
monopolistic control on prices and sup- 
plies, but the displacement of their small, 
inefficient enterprises by the large, more 
efficient ones. Such individuals feel that 
the remedy for the ills of the independent 
group is to legislate against competitive 
stresses and strains. But what is not 
readily recognized is the fact that the 
public interest is quite different from 
that of any particular group of private 
enterprisers. Even the courts confuse the 
issue at times. For example, in consider- 
ing the efficacy of chain store legislation, 
“Nowhere does the Court seem to recog- 
nize that consumers may be adversely 
affected by penalizing what it admits is 
the more efficient system of retail dis- 
tribution.” Consumer groups, inci- 
dentally, almost never are in support of 
anti-chain legislation. This is not an un- 
expected phenomenon, however, since 


* T.N.E.C. Monograph #35, op. cit., p. 156. 


consumers save probably in excess of one 
billion dollars per year by patronizing 
chain stores. 

There has been some contention by 
certain independent retail organizations 
that “there ought to be a consent de- 
cree” in the chain store field. Presumably 
they would like to see a decree similar to 
that which enjoined the packing con- 
cerns from, among other things, (a) en- 
gaging in manufacturing, selling or trans- 
porting any one of 114 enumerated food 
products (thus keeping them out of the 
grocery business) and from (b) engaging 
in the retail meat field.** What few ap- 
preciate is the fact that this decree arose 
out of a monopolistic situation; that this 
combination of packers had been found 
by the Federal Trade Commission to 
control from 61 to 86 per cent of meat 
products, to be acquiring control of other 
commodities, and to be exerting their 
power in a manner contrary to public 
policy. Indeed, the Department of Jus- 
tice, just before the decree was signed, 
had been about to seek an indictment on 
just these grounds. The activities of 
packing companies in engaging in the 
merchandising of meat or groceries were 
not in and of themselves offensive under 
anti-trust laws, however. It was because 
of the combination of such activities 
with the existing monopolistic situation 
only. It must be recalled that the 
Federal Trade Commission expressly 
found no monopoly to exist in the chain 
store field (although it knew of and 
recognized the existence of manufactur- 
ing by chain distributors). On the basis 
of the foregoing, then, it would follow 
that the consent decree to which the re- 
tailers have referred has no application 


% U, S. v. Swift and Co., 286 U.S. 106, 111 (1932). 
See also Tippetts, Chas. S. and Livermore, Shaw, Busi- 
ness Organization and Control (1932), p. 612. 

®@ U.S. v. Swift and Co., supra, 119. 

8% F,.T.C., Final Report, op. cit., p. 23. 
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to the chain store field at all, and manu- 
facturing by chain retail firms, therefore 
is quite justifiable legally as well as eco- 
nomically. 

In conclusion one must insist that 
anti-chain legislation cannot be put into 
effect with impunity. “... The [Federal 
Trade] Commission [in its study] ob- 
served that chain operation resulted in 
certain advantages, such as those flowing 
from the integration of production and 
of wholesale and retail distribution, from 





the savings involved in avoiding credit 
and delivery service, and from the ability 
of chains to realize the benefits of large- 
scale advertising, and concluded that ‘to 
eliminate such advantages . . . would in- 
volve radical interference with the rights 
of private ownership and initiative, vir- 
tual abandonment of the competitive 
principle, and the destruction of the pub- 
lic advantage represented by lower prices 
and lower cost of living’.’’™ 


* Twentieth Century Fund, op. cit., p. 83. 
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INDEPENDENTS, CHAINS AND THE 
PUBLIC WELFARE 


HECTOR LAZO 
Cooperative Food Distributors of America, Washington 


IRST reactions to The Integrated Mar- 

keting Institution and the Public Wel- 
fare-—as viewed through the somewhat 
biased eyes of a frankly pro-independent 
defender—are those of surprise and per- 
haps slight disappointment. The dis- 
appointment is greater with the appar- 
ently unproductive efforts at public edu- 
cation as made by the independents 
than at the contents of this frankly pro- 
chain apologia of low price merchandis- 
ing. The surprise is directed at two focal 
points: the first, that the author of this 
article, which involves considerable eco- 
nomic research, should so easily fall into 
the unscientific habit of sweeping gen- 
eralizations usually associated with less 
studied research; and the second, that 
the author should so naively assume that 
the public welfare in America is directly 
and solely tied up with an economy of 
low prices. 

The first error belongs in that class 
which is generally attributed to enthusi- 
asm for a cause; hence forgivable even in 
a scientist. But the second is harder to 
forgive, for it is scientifically untrue. If 
the philosophy of low prices, and a low- 
price economy, were the summum bonum 
of public welfare, we in the United States 
should have had the greatest boom in the 
history of the country during the period 
between 1931 and 1940. Not even school 
children need to be told that the exact 
Opposite was true; and that “prosper- 
ity,” however artificial the inducements, 
did not start to come back until prices 
started to rise. Now that industrial pro- 


‘ By Ralph Cassady, Jr., p. 250 above. 


duction is at the highest peak in history, 
and that prices in many lines have gone 
up from $0 to 100 per cent, we are worry- 
ing about inflation and all the destruc- 
tive consequences to the public welfare 
of inflation. As usual, therefore, the real 
answer to what constitutes price levels 
“in the public welfare” lies somewhere 
between low depression and high infla- 
tion prices. That is, a balanced public 
welfare. 

But our surprise goes further in spe- 
cific cases: in the early stages of the de- 
velopment of his argument on the value 
to the “‘public welfare” of the chains, the 
author cites a Federal Trade Commission 
study? to prove some points made in 
favor of the chains; then, however, he 
cites the same study upon differentials in 
wages between chains and independents; 
but because the final results are not quite 
so favorable to the chains, the author 
states: 


This study has been rather thoroughly dis- 
credited, if only because of the size and na- 
ture of the sample utilized. 


Rather naively, however, author Cas- 
sady continues to cite various parts of 
this “rather thoroughly discredited” 
study—ten or eleven times in all. 

Surprise is also in order at the author’s 
citation of the now famous Goodyear 
Tire and Rubber case involving Sears, 
Roebuck & Company. The author states 
that: 


Goodyear All-Weather tires sold through the 


2 Chain Store Inquiry, in response to Senate Resolu- 
tion 224, Seventieth Congress, approved May 5, 1928. 
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orthodox channels to retailers at $8.40 in 
1930, for a total distribution cost of $3.44. ... 
Sears, Roebuck’s All-State Tires, a compar- 
able product, and sold through Sears, Roe- 
buck stores for $6.47 entailed a distribution 
cost of only $2.07, or 33.2 per cent (as 
against 41% for the “regular, presumably 
independent tire dealers). 


But what does the Federal Trade 
Commission say about this, in its formal 
order entered against the Goodyear Tire 
and Rubber Company, March 5, 1936 
(before passage of the Robinson-Patman 
anti-discrimination Act)? Incidentally, 
the case was started against Goodyear 
several years before. 

“In its findings of fact,” says the offi- 
cial press announcement of the F.T.C., 
dated March 5, 1936, “the Commission 
found, among other things, that the 
gross discrimination in favor of Sears, 
Roebuck & Company ranged from 32 to 
53 per cent.” 

Indeed, every time independent in- 
terests want to trot out a “cause célébre” 
in their contention that manufacturers 
favor chains illegally, they refer to the 
“Goodyear Case’’! 

We emphasize the fact that the Good- 
year case was started and concluded by 
the Federal Trade Commission before 
the passage of the Robinson-Patman 
anti-discrimination act .. . the discrimi- 
nations were so pronounced that F.T.C. 
took action under its general powers to 
“prevent unlawful restraints and monop- 
olies.” 

This writer has never advocated chain 
store taxes as such; but he has advocated 
that some way be found to stop the 
growth of giant mass distributing cor- 
porations and to prevent the abuses of 
their vast power—financial, economic, 
bargaining. However, even chain store 
attorneys have ceased to question the 
constitutionality of chain store taxes, 


since the Indiana graduated chain store 
tax decision of 1931,’ and perhaps more 
importantly since the famous Fox de- 
cision.* Food men in general have learned 
not to make sweeping generalizations 
concerning unconstitutionality of chain 
store tax laws; hence we are surprised to 
find such a claim in Mr. Cassady’s refer- 
ence to the recently enacted Utah anti- 
chain store law which aims to freeze 
large corporate chains to their present 
size. Indeed, as recently as 19375 the 
Supreme Court handed down its opinion 
in the case of the Great Atlantic and Pa- 
cific Tea Company v. Alice Lea Grosjean.’ 
That decision (majority opinion) de- 
clared, among other things: 


In the exercise of police power, the state may 
forbid, as inimical to the public welfare, the 
prosecution of a particular type of business, 
or regulate a business in such a manner as to 
abate evils deemed to arise from its pursuit. 

. Taxation may be made the implement 
of the exercise of the state’s police power... 
and proper and reasonable discrimination be- 
tween classes to promote fair competitive 
conditions and economic advantages is there- 
fore lawful. 


Limiting ourselves entirely to the food 
field, we challenge also the broad asser- 
tion of Mr. Cassady that “chain store 
prices by and large are lower than those 
of independent establishments.” Mr. 
Cassady, as so many before him, makes 
the mistake of trying to compare things 
which are not comparable. Besides the 
extreme difficulty of making valid price 
comparisons because the only available 
data do not, as a rule, cover identical 
merchandise, apologists for chains at- 
tempt to compare some 25,000 chain out- 
lets (that belong to the large interstate 
chains) with some 350,000 “‘independ- 


3 State Board v. Fackson, 283 U.S. 527 (1931). 
* Fox v. Standard Oil Co., 294 U.S. 87 (1935). 
§ 301 U.S. 412 (1937). 
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ents” of all types. Chains have for a long 
time operated on the strict cash and 
carry basis, and have pushed in the last 
few years the cash-and-carry, self-service 
type of stores—which eliminate wage 
costs of from 3 to 6% in retail food dis- 
tribution. We challenge Mr. Cassady or 
any other qualified student to compare 
the prices of 1000 chain supermarkets 
with those of 1000 independently owned 
supermarkets of the same type (cash- 
and-carry, self-service) and approxi- 
mately in the same general range of 
volume of business. We defy anyone to 
prove prices lower at chains than at in- 
dependents, taking the whole level of 
food prices in a representative food mar- 
ket basket for the average family. Here 
and there, of course, there will be 
“special” items ...in both chains and 
independents. 

When we compare 25,000 retail chain 
outlets indiscriminately with operating 
costs of all independents, we include 
among the latter more than 200,000 little 
stores whose total annual of business is 
less than $10,000 and indeed averages 
only $3900 per store per year. The A. & 
P. per store average for 1940 was almost 
$132,000—the equivalent of almost 34 of 
these little grocers put together. In fact, 
the Great Atlantic and Pacific Tea Com- 
pany in 1940 (fiscal year ending Febru- 
ary 28, 1941) did a total business of 
$1,115,000,000 which was in round num- 
bers gO% more than all the 200,000 small 
retailers Put Together. The least we can 
do is to challenge the scientific value of 
any comparison which attempts to pit 
such uneven factors against each other. 

But we deprecate the insistence of 
chain store apologists on the argument 
that “prices are lower, hence the public 
welfare is better served.” Comparing 
the comparable, they are not lower. 
But chain or independent, we maintain 


that the future of America cannot be 
placed upon low prices. The tragedy of 
the American farmer from 1923 to 1941 
is the result of low price philosophies 
which have always and will always bring 
nothing but ruin upon producer and dis- 
tributor alike ...and these two make 
up a very large segment of what career 
consumers like to call “the consuming 
public.” Low prices mean lower wages 
for labor—another and a very important 
element of the “consuming public.”” The 
only people who might conceivably bene- 
fit in the long pull from low prices are 
manufacturers as a class (with notable 
exceptions) and the so-called “white 
collar” workers with fixed or semi-rigid 
incomes. They do not constitute “the 
public welfare,” admitting that they are 
an important part of the “general 
public.” 

We find it further somewhat difficult 
to reconcile Mr. Cassady’s findings on 
the question of chain store profits with 
the profit and loss statements, balance 
sheets and other public data as we read 
them. Without any attempt to claim for 
ourselves expert knowledge in the matter 
of financial statements, we confess that 
Mr. Cassady’s yardstick for measuring 
the chain profits was “‘a new one”’ on us. 
Mr. Cassady interprets profits in terms 
of “$100 of tangible net worth.” Frankly, 
it was the first time in the experience of 
this student that profits were evaluated 
in that way. We are familiar with profits 
in terms of volume of business, or prof- 
its in terms of invested capital. But profits 
in terms of “total tangible assets’”— 
which would include not only all invest- 
ment but reserves as well, might con- 
ceivably give a very distorted picture: 
A. & P.’s net profits in the past decade 
have exceeded $200,000,000 of which 
more than $100,000,000 can be reason- 
ably expected to be held in “reserves.” 
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The companies referred to by author 
Cassady as studied by the Securities and 
Exchange Commission report a_ total 
capital stock investment of $102,133,000 
(on December 31, 1939) and a total sur- 
plus of $77,999,000. The common stock 
total investment is only $79,697,000, 
compared with $77,999,000 of surplus. 
The ratio of profits to “tangible assets” 
obviously is a very different thing than 
ratio of profits to invested capital. 

But again, how can we talk of com- 
paring profits... the profits made by 
A. & P. in 1940 were the equivalent, if 
the independents made the same ratio of 
profits to volume, of the profits made by 
not less than 55,000 average full combina- 
tion independent stores. One concern re- 
porting profits equivalent to 55,000 in- 
dependent concerns! Among the com- 
panies cited by Mr. Cassady, as covered 
by the S.E.C. studies and reports, we 
find a combined reported profit for 1939 
of $17,652,000. (A. & P.’s profits for 1939 
were over $19,000,000 before payment of 
Federal taxes.) Four of the 13 chain store 
companies listed had a combined profit 
of $15,676,000 (out of the total of 
$17,652,000). These four and A. & P. 
together, therefore, in 1939, had a net 
profit (after taxes) of well over thirty 
million dollars, on combined sales of one 
billion, nine hundred million dollars. The 
total sales of these five large interstate 
chains totaled the equivalent of the sales 
of some 90,000 individually owned com- 
bination stores. 

Author Cassady makes the rather 
startling statement that the “‘bulk of the 
advantage enjoyed by chain stores is not 
on the purchasing side at all but in lower 
selling and operating costs.” This is hard 
to reconcile with the vast discounts 
earned by chains—or at least paid to 
them—as shown in the pre-Robinson- 
Patman act hearings. Well, let’s just 
look at one or two figures: 


Net profits of the Safeway Stores, Inc. 
1934° #3 , 867,000 


Allowances from manufacturers, 19347 1,663,670 
Per cent of allowances to total profits 

(Safeway) 43% 
Net profits of Kroger Grocery & Baking 

Co. 1934° 4,198,000 
Allowances from manufacturers 1934° 772,882 
Per cent of allowances to total profits 

(Kroger) 18.4% 
Net profits of A. & P. Tea Company, 

1934° 16,708,674 
Allowances from manufacturers, 1934!° 8,105,000 
Per cent of allowances to net profits 

(A. & P.) 48.4% 


It should be noted that we are not here 
questioning whether these discounts 
were earned or not earned; but we do 
submit that purchasing allowances which 
amount to from 18 to 48% of all profits 
reported for the entire year are substan- 
tial enough to be entitled to be called 
real advantages. 

We don’t agree, in a scholarly study, 
with the comparison made between the 
wages paid in chain stores and those 
paid in ‘“‘more than half of the independ- 
ent stores.”” According to Mr. Cassady’s 
quotation from T.N.E.C. Monograph 
No. 35, this half of all independents do 
not have a “volume of business sufficient 
to provide their proprietors and em- 
ployees with a wage approximately that 
of the average chain store employee.” 
Because of this—and out of the 350,000 
odd independents in 1939, 203,000 did 
under $10,000, averaging only $3900 a 
year—because of that, says Mr. Cas- 
sady, these independents “‘are parasitical 
in the sense that they depend upon such 


6 Selected information on Chain Grocery and Food 
Stores, June 30, 1938. WPA Project sponsored by SEC, 
P. 34: 

7 Hearings before special committee on investigation 
of American Retail Federation, House of Representa- 
tives, 74th Congress, first session, Vol. 4, No. 6, Feb. 24, 
1936, P. 339- 

8 Tbid., Vol. 3, No. 1, Dec. 30, 1935, p. 27. 

9“The Chains Come of Age,” Hugh M. Foster, 
Printer’s Ink Monthly, April 1937, pp. 79-84. 

10 Hearings, American Retail Federation investiga- 
tion above, July 9, 1935, p. 281. 
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practices (i.e., long hours at low rates of 
pay) for survival, and remain in business 
only through exploitation of their owners 
by themselves, their owners’ families or 
their employees.” 

“Parasitical” because they are indulg- 
ing in the first and most fundamental 
tenet of American democracy, freedom 
of opportunity. Be it noted in passing, 
however, that these “parasites” appar- 
ently abuse mostly themselves with long 
hours at very low compensation, whereas 
the large corporate parasites don’t have 
to do that, for they can extract enough 
millions in allowances from packers and 
manufacturers to make enough money so 
they can run shorter hours and pay 
higher compensation. 

The comparison between the economic 
power of five or six giants with that of 
over 200,000 one-man shops is hardly an 
apt one. These “parasite’’ merchants 
lack money capital, lack bargaining 
ability, lack economic power; instead 
they have, as assets, their own time, their 
own labor, which they use in lieu of the 
more desirable and more powerful assets 
possessed by the chains. Lacking money, 
they substitute labor and time. Eco- 
nomically, this may make them tech- 
nically parasites; socially, this makes 
them the exemplification of economic de- 
mocracy at work, with self-reliant little 
business men and women willing to stand 
on their own feet and pursue “‘life, liberty 
and happiness” through their own ef- 
forts. 

We, of course, cannot quarrel with Mr. 
Cassady’s analysis of the basis for chain 
store superiority: large volume giving 
sufficient revenue for specialization and 
“brains”; integration which avoids du- 
plication of effort and eliminates much 
“intra-industry”’ selling (although, car- 
ried to its ultimate conclusion, this 
means really elimination of competi- 
tion); and the elimination of “‘unneces- 


sary” services of credit and delivery. 

Credit business has been for many, 
many years a distinct accommodation to 
the consuming public; unquestionably 
grocers everywhere would be better off if 
they did not have to give credit. But 
partial surveys made from time to time 
among independent stores giving credit 
discloses that a very large majority of 
those seeking or receiving credit are in 
the very small income class who simply 
cannot “pay cash” for everything. We 
may crow with considerable glee at the 
savings effected by the abolition of credit 
and credit costs, but we must all take a 
sober second look at the service itself 
when we find that, in the case of install- 
ment credit, 68% of all buyers using in- 
stallment credit buying, fall in the 
families whose income is less than $3,000 
a year" and 46%, or close to half of all 
families, earn less than $2,000 a year. 
Admittedly, however, it costs money to 
render the service. If low prices are the 
only desideratum, we can abolish all 
forms of credit. We might also conceiv- 
ably reduce total retail sales by some ten 
billions of dollars annually, and increase 
unemployment by several hundred thou- 
sand workers. 

It is, however, on the question of mo- 
nopoly and monopolistic control that the 
controversy apparently will rage on and 
on, owing mostly to the convenient con- 
fusion of terms and the ability to hide 
behind this confusion. Some of this 
frankly must be charged to both sides of 
the argument, both chains and inde- 
pendents. 

It is essential that we make it perfectly 
clear that when independents cry out 
against the “chains,” they really have 
only a few very large concerns in mind. 
(Certainly this is so in the food business. 
The writer does not pretend to know 


1 Hearings on H.R. 5479, “Price Control Bill,” 77th 
Congress, first session, Part 3, August 7, 1941, p. 100. 
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anything outside of this field.) The Cen- 
sus lists 568 food chain companies, with 
a total of 40,350 retail outlets. The three 
largest food chains, the Great Atlantic 
and Pacific Tea Company, with 8,500 
retail outlets, Safeway, with 3,200, and 
Kroger, with 3,800, account for 15,500 of 
these outlets. Add now another 4,000 
outlets for the three next high ranking 
stores—American Stores, First National 
Stores and Jewel Tea stores—and we 
find the first six companies boasting a 
total of pretty close to fifty per cent of 
all the “chain” stores. It is these six com- 
panies that, rightly or wrongly, figure 
largely in the fight between chains and 
independents. All the other “chain” 
companies put together (462 of them) 
average only about 45 retail outlets per 
chain store company. No group of inde- 
pendents in the organized field—volun- 
tary or cooperative group—totalling 
Over 100,000 retail outlets in all, fears or 
“fights” these small competitors. They 
are healthy and welcome competition 
everywhere. 

Nor is the independents’ fight against 
these mass giants directed at their size 
alone. Chain store spokesmen point out 
today, as they have for many years, that 
A. & P., for example, does “only” about 
12% of the total food business; that all 
the chains together do less than 40%. 
True, of the nation’s total food business. 
But students of the question know that 
this is a very incomplete, not to say de- 
ceiving, picture. For we have definite 
proof of the fact that in those regions 
where the various chains concentrate 
their activities, their share of the total 
business is not 12% for A. & P., 5% for 


Safeway, and 3% fat Kroger. Actually, 
by some sort of magical coincidence 
(which is explained to the satisfaction at 
least of chain store defenders by the fact 
that the large chains grew in concentric 
circles by absorption of smaller com- 
panies in areas in which the larger chains 


were operating), we find that Safeway 
had a virtual 85% free field (free from 
overlapping competition from its two 
largest rivals, A. & P. and Kroger); 
Kroger has a 75% free field; and A. & P. 
had about an 80% free field.” 

Based on the number of outlets in each 
of the states indicated, we find that al- 
though A. & P. operates in 39 states, 
over 70% of all its business is in just nine 
states, and 60% in only 6 states; and 
based upon the total per store average of 
these three giant concerns—and admit- 
ting the relative weakness of such figures 
from the point of view of absolute sta- 
tistics—we find that in the six states of 
its greatest concentration (60% of all its 
outlets), namely New York, Pennsyl- 
vania, New Jersey, Illinois, Ohio and 
Massachusetts (in the order named), The 
Great Atlantic and Pacific Tea Company 
does, not 12%, but over 20% of all the 
business done. And the Safeway Stores, 
Incorporated, of California, while doing 
less than 5% of the national business, 
and operating in more than 20 states, 
actually do more than 40% of all the food 
business in the State of California. 

There may be no monopoly in dis- 
tribution, as Mr. Cassady points out, but 
most assuredly independents will be for- 
given for believing at least an oligopoly 
price control by the predominant ele- 
ments that do from 20 to 40% of all the 
business in given territories. 

And Mr. Cassady points out that prac- 
tically no one alleges collusion between 

12 The figures are of course not absolute. But in 1938, 
all three companies named furnished a listing of all 
their retail outlets by states. Safeway was found to oper- 
ate very largely in those states where neither A. & P. nor 
Kroger had outlets; A. & P. had 44% of i its outlets in 
Safeway territory, where Safeway had 90% of its out- 
lets. In Kroger’s territory we find only 3% of Safeway’s 
stores, and about 26% of A. & P.’s outlets. And by a 
third coincidence, we find 17% of Kroger’s stores in 
A. & P.’s field of concentration, and about 6 or 7% of 
Safeway’s outlets. The volume of business done is not 
necessarily identical with the number of outlets, of 


course. Hence, the statement that these figures are not 
absolute. 














THE JOURNAL OF MARKETING 





273 





large chains; some independents may be 
pardoned for suspecting—though not 
alleging—some very queer coincidences 
in the evidence presented above. 

But all these arguments, economic and 
statistical, will convince no one unless 
and until we are willing, with candor and 
mental honesty, to examine the funda- 
mental issue involved, which is not prices 
alone, but a basic economic democracy 
and a way of life. Mr. Cassady expresses 
some surprise that “even some courts” 
may confuse the issues at times. As, for 
example, the decision of the North 
Carolina Supreme Court in the case of 
Lilly versus Saunders," the Court there 
was actually so confused as to point out 
that the public policy is not always best 
served by obtaining goods for consumers 
“at the lowest possible price.” In its con- 
fusion, the Court held that “the public 
is more interested in fair and reasonable 
prices which preserve the economic bal- 
ance.” 

The italics are ours; and we frankly 
admit that we share the Court’s con- 
fusion on the true interest of the public 
welfare. 

It is not a question of the “elimination 
of such advantages” as Mr. Cassady 
claims flow to the consuming public from 
the savings of “upwards of a billion 
dollars” a year; nor the penalizing of 
“efficiency”; nor yet the protection of 
the “parasites” or “small, inefficient 
enterprises” as such. 

It is, Mr. Cassady’s arguments to the 
contrary notwithstanding, a basic ques- 
tion as to whether “‘monopsonistic,” or 

“oligopoly” control—in plain language, 





permitted to throttle and crush freedom 
of opportunity, free competition and 
economic life of tens of thousands of 
small concerns, solely and simply be- 
cause the giants can and do save the con- 


8 4 S.E. and, 528, September 27, 1939. 


sumer 2 to 23% in yearly purchases 
(taking Mr. Cassady’s one billion sav- 
ings, out of a total of 40 to 45 billion 
dollars retail purchases annually). 

Statistics are not going to eliminate 
the basic conflict of philosophies. If it is 
dollar savings alone that we are after in 
life—instead of “‘life, liberty and the pur- 
suit of happiness’’—then let us frankly 
admit that ten concerns in food and 
probably some 30 to 60 concerns in all 
other lines of retail business—could take 
care of the country’s needs on the retail 
front and do so at some, perhaps con- 
siderable, dollar savings to the consum- 
ing public. Let us also have only five or 
six giant producers of foods; reduce the 
total number of manufacturers in all 
lines (running into many thousands) to 
an easily visible 100 concerns; and let us 
employ all the millions of displaced in- 
dependent owners as policemen to see 
that these giant trade and industrial 
Dinosaurs do not devour themselves and 
the nation. 

Such reductio ad absurdum brings us to 
our last and final point: 

What America needs and must find, 
whether by taxation, by elimination, by 
“freezing,” by general consent decrees 
going much further than mere divorcing 
of manufacturing from distribution and 
vice versa, or by some other means which 
may perhaps combine all forms men- 
tioned and some new wrinkles—what 
America must do, to preserve economic 
and political democracy, is to find a dal- 
anced medium, a balanced economy, that 
will permit the greatest possible develop- 
ment of individual enterprise, at reason- 
able, healthy, sensible price levels bene- 
fiting the entire economy—the entire 
public welfare. We fail to find a price tag 
on what we like to believe is America’s 
greatest contribution to the world: free- 
dom of opportunity for the small man 
seeking to secure the “‘blessings of liberty 
for himself and his posterity.” 








ATTITUDES OF TEACHERS OF MARKETING 
TOWARD CONSUMER GRADE LABELING 


LOUIS BADER anp G. B. HOTCHKISS 
New York University 


Eprror’s Note: Professors Bader and Hotchkiss here 
undertake to remedy a curious oversight of the T.N.E.C. 
with results that will interest their colleagues in marketing. 


EARLY fifteen years ago Stuart 

Chase and Frederick J. Schlink in 
their book Your Money’s Worth called 
attention to the lack of standards for 
consumers’ goods. Since then proposals 
for consumer goods standards have been 
securing increasing attention from gov- 
ernmental officials, teachers, business 
men, and organized consumer groups. 
The pressure became so strong that the 
Temporary National Economic Com- 
mittee held hearings on the problem! 
and, through the Committee a mono- 
graph was published.’ Finally the Com- 
mittee received the recommendation of 
Donald E. Montgomery’ that the Com- 
mittee recommend to the Congress a law 
to set up a Consumer Agency in the 
government authorized to develop off- 
cial quality standards for consumers’ 
goods. 

Examination of both the hearings and 
monograph reveal that teachers of mar- 
keting were, apparently, not called on to 
give their opinions along with those of 
consumers, teachers of home economics, 
and governmental officials, despite the 
fact that any changes in methods of buy- 
ing and selling goods are necessarily of 
importance to those who study market 
distribution as a science. 


1 Hearings of Temporary National Economic Com- 
mittee, Part 8, Problems of the Consumer. 

2 Monograph 24, Consumer Standards, Temporary 
National Economic Committee. 

See final Report and Recommendations of the 
Temporary National Economic Committee, 77 Con- 
gress 1st Session, Document #35, pp. 439 ff. 
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Is this because the teachers of market- 
ing have no ideas or opinions on the sub- 
ject or is it because they are believed to 
be primarily concerned with the prob- 
lems of the producers and middlemen, 
and therefore unable to give an unbiased 
opinion on the subject of consumer 
standards? 

The question thus aroused led to an 
inquiry by the authors with significant 
results. A questionnaire was prepared 
and forwarded to 197 people whose 
names were listed as interested in teach- 
ing marketing in general or some phase 
of the subject. It was hoped a large 
number would reply, stating their atti- 
tude toward consumer standards and 
grade labeling and their reasons why. 
The hope was fulfilled. 

Out of the 197 over 80 replied within 
four weeks. Three reported they were 
not now teaching and 84 others sent back 
usable questionnaires. Considering the 
fact that the questionnaire was dis- 
tributed after the college year was over 
and that a large number of teachers had 
already left for summer vacations, a re- 
turn of over 44 per cent must be re- 
garded as gratifying. 

Before the answers to the question- 
naire are described the representative- 
ness of the sample may well be con- 
sidered. Tables II and III suggest that 
the answers received are in all proba- 
bility a representative sample for the 
group as a whole. For purposes of tabu- 
lation the country was divided into four 
areas: The East, comprising the New 


‘ Faculty Personnel, American Association of Col- 
legiate Schools of Business, April 1940. 
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TaBLe I. ANSWERS TO QUESTIONNAIRE ON GRADE LABELING BY TOTALS AND GEOGRAPHICAL AREA 








Questions 


East 


South 


Middle 
West 


Far 
West 





I. In your teaching of marketing which of the following ob- 
jectives seem to you to be important? 

(1) To give students a thorough understanding of the 
functions and methods of marketing under the pres- 
ent system. 

(2) To teach students how to sell more goods. 

(3) To show how marketing operations can be conducted 
profitably. 

(4) To show how marketing operations can be conducted 
efficiently and economically. 

(5) To show how marketing operations can be conducted 
with benefit to consumers. 

(6) Other objectives. 

II. In judging proposed changes in marketing methods which 
of the following factors do you take into consideration? 

(1) Effect on producers’ profits. 

(2) Effect on middlemen’s profits. 

(3) Effect on costs of marketing. 

(4) Effect on consumers. 

(5) Other. 

III. Of the following methods now being tried or proposed, 
which in your opinion has greatest merit? 

(1) Mandatory grade labeling. 

(2) Voluntary grade labeling (now being used by some 
chain stores for canned fruits and vegetables). 

(3) Informative labeling (advocated by National Con- 
sumer-Retailer Council). 

IV. What is your present attitude towards mandatory ABC 
grade labeling? 

(1) Unqualified approval. 

(2) Qualified approval. 

(3) Qualified disapproval. 

(4) Unqualified disapproval. 

V. See Table IV. 
VI. Chapter IX of Consumer Standards (T.N.E.C. Monograph 
No. 24) begins with the following paragraph: 
“Industry, a long time ago, recognized the value of 
standardization in engineering and manufacturing. 
Nearly every item of materials is bought by industry on 
the basis of purchase specifications formulated by its 
engineering and purchasing departments. The movement 
toward standardization of consumer goods represents an 
attempt to bring to the ultimate consumer the advan- 
tages of scientific purchasing long enjoyed by industry.” 
Which of the following statements approximates most 
closely your judgment regarding the outcome of the at- 
tempt? 

(1) There is no insuperable obstacle to the extension of 
standardization and grading to most fields of con- 
sumer goods. 

(2) The methods of industrial purchasing can be success- 
fully applied to only a few fields of consumer goods. 

(3) The marketing of industrial goods differs so greatly 
from the marketing of consumer goods that the meth- 
ods of the former cannot readily be adapted to the 
latter. 
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TABLE I (continued) 


























Questions East South = a, Total 
VII. If you have had opportunity to observe voluntary ABC 
grade labeling of canned fruits and vegetables, please indi- 
cate your opinion of the results. (Check any of the follow- 
ing statements that express your views and add any others 
that are pertinent.) 
(1) Results generally satisfactory. 6 2 3 I 12 
(2) Results generally unsatisfactory. 3 2 2 ° 7 
(3) Too many grades. 2 ° ° I 3 
(4) Too few grades. I ° ° ° I 
(5) Grades are useful to consumers. 9 4 7 3 23 
(6) Present standards and grades not representative of 
consumers’ wants. 7 5 2 15 
(7) ABC grades not sufficiently informative. I 5 10 34 
(8) Mis-labeling too common; contents of many cans not 
of grade indicated by labeling. 9 I 3 ° 13 
(9) Experience indicates necessity of continuous AMS 
inspection of canneries to insure accuracy of grade 
labels. 9 3 5 I 18 
(10) Experience indicates desirability of compulsory grade 
labeling. 2 3 2 1 | 8 
(11) Experience indicates desirability of descriptive label- 
ing. 10 2 4 4 20 
(12) Voluntary ABC grades chiefly useful to private 
brands competing with national trademarked brands. 3 2 2 ° 7 
(13) ABC grades likely to supplant trademarks as guides 
to consumer buying. I 2 2 2 7 
(14) ABC grades a valuable supplement to trademarks. 9 4 6 19 
(15) Further experience and consumer education needed 
before reaching conclusions regarding ABC grade 
labeling. 18 5 y 4 36 





England States, New York, New Jersey, 
Pennsylvania, Delaware, and Maryland. 
The Far West, comprising the Pacific and 
Rocky Mountain States. The South, com- 
prising Washington, D. C., the states 
below the Mason and Dixon Line, Texas, 
Oklahoma, and Arkansas. The Middle 
West, comprising the rest of the states. 
Table II shows the number and per cent 
of questionnaires distributed in these 
areas and III the number of usable ones 
returned from each area. In each case the 
returns are between 34 per cent and 40 
per cent of the total for each area. The 
per cent returned for each area is almost 
the same of total returns, as the per cent 
distributed for each area is to the total 
number distributed. This gives repre- 
sentation to each area in almost the pro- 


portions that each bears to the total of 
teachers of marketing in the respective 
areas as shown in Faculty Personnel. 

Table I gives an over-all picture of the 
replies to the propositions raised in the 
questionnaire. The answers to Question | 
would suggest that teachers of marketing 
are interested primarily in explaining our 
present system, and seeing that it is con- 
ducted efficiently and economically and 
for the benefit of consumers. 

The replies to Question II also bear 
this out. Here again teachers of market- 
ing are interested in effects on costs of 
marketing and on consumers. If these 
replies are surprising to some, it should 
be borne in mind that teachers of mar- 
keting are for the most part trained as 
scientists and because of that training 
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TaBLe IJ. Distr1BUTION OF QUESTIONNAIRES BY GEOGRAPHICAL AREA 











| East | South | Middle West | Far West | Total 
Number 77 28 64 28 | 197 
Per cent 39.0% 14.2% 32.6% 14.2% | 100.0% 





would be inclined to view their activities 
in their chosen fields from the scientific 
viewpoint, letting the chips fall where 
they may. 

The answers to Question III indicate 
that teachers of marketing do not con- 
sider mandatory grade labeling the most 
satisfactory of the methods now used or 
proposed. Slightly more than one-quar- 
ter favor mandatory grade labeling, but 
of these a number would apply it only to 
some goods, leaving something less than 
25 per cent who would go the whole way. 
Voluntary grade labeling was favored by 
a slightly smaller number. Much the 
largest number (52 altogether) voted for 
informative labeling as recommended by 
the National-Consumer-Retailer Coun- 
cil. This is a form of voluntary labeling 
which puts its chief stress on facts sup- 
plied by manufacturer or distributor, re- 
garding composition, construction, per- 
formance, and care of the article. 

It will be noticed that 21 more answers 
are given to Question III than question- 
naires returned. This arises from the fact 
that a number thought more than one 
method could be used, that the choice 


would depend on the type of goods to be 
labeled. 


Table I analyzes the replies by geo- 
graphical area. It will be noticed that the 
teachers in the South are more inclined 
to favor mandatory labeling than those 
in the East and Middle West. This may 
be due to economic conditions. The 
South’s principal cash crop is cotton, a 
product highly standardized and graded. 
Cotton yarn and cloth manufacturing is 
a principal industry and these products 
lend themselves to standardizing and 
grading. On the other hand, the same 
cotton cloth finished and made into a 
dress in New York City for milady pre- 
sents an almost insuperable problem for 
the standardizer. 

Teachers of marketing would appear 
to be like most people—middle-of-the- 
roaders. Questions Nos. IV and V are a 
unit and should be considered together. 
It is obvious from the answers that those 
associated with some phase of marketing 
are not yet ready wholeheartedly to ap- 
prove or disapprove mandatory ABC 
grade labeling. Only eight are for it and 
ten against it. The rest, numbering sixty- 
seven, are on the fence. The reasons for 
these attitudes are to be found in the 
answers to Question V. It should be first 
noted that of those who answered Ques- 


Taste III. Numpers ANSWERING QuEsTION V By GEOGRAPHICAL AREA 











South 


Middle West Far West 























East Total 
Number Number Number Number _ 
Answering 29 9 19 9 66 
Not Answering 6 4 6 2 18 
Total Returned 35 13 25 11 84 
Per cent 41.7% 15.5% 29.7% 13.1% 
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tion IV, sixty-six, or 78 per cent, gave 
reasons for the position they took, while 
18 or 22 per cent did not give any reason 
as shown in Table IV. The reasons given 
were quite varied but when edited they 
could be boiled down as follows: 

Of those voting unqualified approval, 
two thought consumers needed manda- 
tory grade labeling for protection, three 


costs of so doing and of supervising and 
enforcing such standards, the incompe- 
tence of a bureaucracy to do such work 
efficiently and justly, and the fear of the 
impact of such a bureaucracy, in its 
exercise of authority, on the economic 
system. Curiously enough, few seemed 
to think it would have substantial effects 
on business operations as now conducted. 


TaB_e IV. REASONS FOR QUALIFIED APPROVAL, DISAPPROVAL, AND UNQUALIFIED DISAPPROVAL 











Times Quoted 

















| Reasons 
I Not offering consumers a service not already provided by business men to re- 
tain trade. 9 9 
2 Desirable but a tremendous task. 10 
3 Cost and difficulties involved. 14 
4 Difficult to arrive at objective standards. 21 
5 Opinion enters into consumer buying to too large an extent. 6 
6 Difficulty of educating consumers. 4 
7 Much more information necessary than now possessed or given. 4 
8 Consumers not interested in grade labeling. 6 65 
9 Harmful to present economic system. 6 
10 Creates additional bureaucrats. 4 
II Too many incompetent officials. 2 
12 No satisfactory administration to make it work. 3 
13 Mandatory character of proposal and unpreparedness for it. 7 22 
14 | Miscellaneous. 5 5 





thought that they could buy more intelli- 
gently and scientifically, one thought 
that it reduced costs of marketing to 
both producers and consumers, and one 
thought that voluntary labeling had not 
been effective. Only one could see that 
it would tend to make marketing more 
efficient. Those who voted unqualified 
disapproval or qualified approval or dis- 
approval, as indicated in Table IV, did 
so often for much the same reasons. 
A number thought mandatory grade 
labeling desirable and where possible or 
as possible it should be used, but they 
qualified their approval by one or more 
of the reasons shown in Table IV. The 
qualifications dealt mainly with the diffi- 
culties involved in arriving at standards 
for consumer manufactured goods, the 


Only one thought it would vitiate the 
value of trademarks and two thought 
that it would destroy national advertis- 
ing. Nevertheless, none of these could see 
their way clear to say that mandatory 
labeling would add to the efficiency of 
marketing and aid in reducing costs. 
Rather, they thought it would do the re- 
verse. 

As the questionnaires were submitted 
and tabulated before the release of the 
report by Elmo Roper to the National 
Canners Association, entitled ““A Study 
of Certain Attitudes of Women Toward 
Canned Fruits and Vegetables,’ the 
facts and conclusions revealed in this 
survey of 7,500 women had no chance to 
influence the opinions of the teachers. 
Many of them declined to express any 
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opinion on the results of voluntary grade 
labeling of canned fruits and vegetables. 
Those who did reply to this question did 
so on the basis of their observation and 
facts from other sources. The largest 
number (36) thought that further ex- 
perience and consumer education were 
needed before reaching conclusions. 
Twenty-three believed the ABC grades 
are useful to consumers. Thirty-four be- 
lieved that they are not sufficiently in- 
formative. Fifteen believed that they are 
not representative of consumer wants. 
Only eight thought that experience indi- 
cates the desirability of compulsory 
(mandatory) grades, whereas twenty be- 
lieved that experience indicates the de- 
sirability of descriptive labeling. 

The wide diversity of opinions on this 
and other aspects of the subject, with so 
few taking a positive stand for or against 
ABC grade labeling, will give small com- 
fort to either proponents of the plan or 
its extreme opponents. It also indicates 
that no teacher of marketing can justi- 
fiably claim that his views of the subject 
are representative of the entire group. 
On the other hand, the fact that more 
than 40 per cent of the entire number 
believe that ABC grades are not sufh- 
ciently informative indicates that scien- 
tific caution is needed in considering 
such an important change in marketing 
methods. The very fact that many close 
students of marketing, with no financial 
interest to be affected by the outcome, 
are unconvinced that official regulation 
of grade labeling would be practicable 
and valuable to consumers may be more 
significant than the claims of any pres- 
sure group. 

There is no one figure that gives a 
neat, mathematical picture of the divi- 
sion of opinion. The figure of 53 giving 
qualified approval must be considered in 
the light of qualifications and modifica- 
tions, some of which were quite exten- 





sive. Possibly a more accurate idea of the 
division is to be found in the answer to 
question VI. Here we see that thirty- 
three believe there is no insuperable ob- 
stacle to the extension of standardizing 
and grading to most fields of consumer 
goods, but twenty-nine believe that the 
methods of marketing industrial goods 
cannot readily be adapted to consumer 
goods, and twenty-five believe they can 
be successfully applied toonly a few fields. 

As a summary of majority opinions, 
the following are the conclusions the 
authors feel can safely be made upon the 
basis of the replies to the questionnaire: 


1. An overwhelming majority of the teach- 
ers are concerned in giving students a 
thorough understanding of the func- 
tions and methods of marketing, and in 
showing how operations may be con- 
ducted efficiently, economically, and 
with benefit to consumers. The objec- 
tive of teaching how to sell more goods 
or make more profits is secondary (al- 
though important in some specialized 
courses). 

2. In judging proposed changes in market- 
ing methods the effect on costs of mar- 
keting is taken into consideration by 
practically all, and the effect on the 
consumer is considered by nearly all; 
effects on producers’ and middlemen’s 
profits are rated of lesser importance. 

3. Of the labeling methods now used or 
proposed, informative labeling is ap- 
proved by the largest number. 

4. Very few approve wholeheartedly of 
mandatory grade labeling, and few be- 
lieve it to be necessary. A majority ap- 
prove in some fields and under certain 
conditions. A substantial minority ex- 
press unqualified disapproval. 

5. Those who feel competent to express an 
opinion of the results of voluntary 
A B C labeling of canned fruits and 
vegetables find more faults than merits 
in the system, but believe that further 
trial is needed before reaching final con- 
clusions. 
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A TECHNIQUE FOR SPOTTING RETAIL OUTLETS 


SIDNEY HOLLANDER, JR. 
Maryland Pharmaceutical Company 


HE diagram-map illustrated opposite rep- 

resents an attempt on the part of the 
Maryland Pharmaceutical Company to de- 
velop a technique for presenting results of 
certain sales promotions. As the illustration 
shows, it attempts to be not only graphic, 
but geographic as well. 

Conventional spot-mapping did not serve 
our purpose. To put a pin in the map for 
every store that participated in a sales pro- 
motion would show chiefly that there are 
more drug stores in Baltimore than in An- 
napolis. But it would tell nothing of the 
sales performance of each market measured 
by its potential. On the other hand, a mere 
area graph (such as a bar graph or pie chart) 
of every market with its relative potential 
would not bring out geographic relationships 
which are important for our purposes. 

The present technique attempts to show 
both positional relationships and an area or 
size factor. The area assigned to each city or 
town is determined by the number of retail 
drug outlets therein (taken from a trade 
directory), one square of the graph paper be- 
ing used to designate each store. Thus, town 
number 14 has 6 drug stores, while near it 
town 30 has 2 stores. (The numbers refer to 
the alphabetical order in the directory to 
facilitate referring back to the name of the 
town.) 

The towns are placed as near to their ac- 
tual locations on the map as this technique 
permits. Obviously, some distortion takes 
place as a result of the two-way scale (one 
scale between towns and another within the 
towns). The distortion reflects the very rea- 
son why we need this method: that accurate 
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maps do not leave room to show relative po- 
tential by means of ordinary spotting meth- 
ods. 

We use the distribution map to spot the 
number of stores participating in a special 
sales offer. Every store that takes advantage 
of the offer is indicated by one square filled 
in on the map in the corresponding town. We 
color the squares according to the wholesaler 
through whom the order was taken. Thus we 
have what amounts to a two-dimensional 
graph—the relative amounts sold by each 
distributor and the location of the customer 
to whom it was sold. This gives the desired 
control of sales coverage. 

Although we do not make any attempt to 
designate the amount of the purchase, it is 
apparent that this could be done by using 
shadings or colors for the purpose instead of 
for the purpose for which we now use them. 
A more complicated variation would be to 
use both color and shading, if both the size 
of the order and the source of supply were 
needed. It is also apparent that color or shad- 
ing could be used to designate the number of 
items carried, the stock on hand, the annual 
volume, or any other fact which might be 
desired 

Of course there is no reason why this tech- 
nique could not be used with equal advan- 
tage for groceries, filling stations, or any other 
type of retail outlet,—provided only that 
there is some directory from which to learn 
the sales outlets. It has even been suggested 
that, where county units are sufficiently 
localized, the information could be taken 
from the Census of Retailing. 

We feel that this is an improvement over 
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spotting on ordinary maps because it indi- 
cates potential in addition to providing a 
record of what occurred. It represents an im- 
provement over the conventional types of 
distorted map (for example those making the 
area of a state proportionate to its retail 
sales) because, as one reviewer of our tech- 
nique has pointed out, that kind of distortion 
conceals the very spatial relationships that 





we want to bring out. 

This technique may have some use outside 
the field of marketing, in which it was de- 
veloped. It can be considered wherever it is 
desired to show the relation of occurrences to 
potential, which calls for an area graph of 
some kind, together with a spatial factor, 
which calls for a map of some kind. 


DECENTRALIZATION OF RETAIL TRADE IN BOSTON 
RICHARD P. DOHERTY 


Boston University College of Business Administration 


Eprror’s Nore: /n the following note Professor Doherty 
brings up to date the discussion he read at the December, 
1940, meetings. His first paper will be found in the April, 
19041, issue. 


THe reasons underlying consumer habits 
and the flow of retail buying are primary 
subjects to the merchandiser. People do not 


“just happen” to buy goods. The desire for 
and purchase of all goods is traceable to 
fundamental urges or motives. Likewise, 
most people do not “just happen” to buy in 
one store rather than another. Certain stores 
appeal to certain buyers and therefore ob- 
tain their patronage. The fact that there are 
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so many different stores in each retail center 
proves that no one store completely satisfies 
the buying habits of all consumers of the 
area. 

Successful merchandising necessitates an 
understanding of human psychology in terms 
of group reactions and must appeal to those 
motives which affect the buying habits of the 
consumer group within the market. 

Home town loyalty exerts considerable 
force upon civic and social matters, but in 
retail trade it is a minor force when all types 
of goods are considered. Throughout the na- 
tion there is ample evidence that retail sales 
in given towns and cities do not coincide with 
the buying power of the respective residents. 
For a variety of reasons certain centers at- 
tract a considerable portion of the spending 
of families from surrounding communities. 

When people get in the habit of shopping 
in certain centers away from home, the 
“home town” merchants find it difficult to 
pull back this trade; they even find it hard to 
hold on to that trade which, in the past, 
they have been in the habit of considering 
their “private property.” 

The urbanization or population in the 
United States has concentrated retail mar- 
kets into large areas with trade tending to 
flow toward a focal center. According to the 
1940 census, approximately 23 per cent of the 
entire U.S. ‘population resides in the 7 major 
metropolitan markets. 

Within these metropolitan markets politi- 
cal boundaries have no retail significance but 
trade zones do exist. In each of the large 
market areas there is some one focal point of 
retail sales concentration even though other 
important shopping centers flourish within 
the sphere of influence of this large center. 

Of primary importance to the retail trade 
movements of large metropolitan markets is 
the spreading out of population. Census data 
indicate that Cleveland, Kansas City, New 
York, Chicago, St. Louis, Boston and other 
great population centers have suffered a per- 
sistent shrinkage of the “intown”’ or central 
downtown population. This process of popu- 
lation decentralization has drawn retail trade 
away from the focal downtown centers and 
has set up important secondary trading 





areas. If this trend continues, the great down- 
town city stores may be faced with a sub- 
stantial loss of trade unless they can develop 
new merchandising policies to cope with, pre- 
vailing changes. 

Retail patterns are not rigid and static. 
Just as competition between individual stores 
constantly exerts a challenge to established 
enterprises, so competition between com- 
munities within a trading area causes certain 
centers to expand and contract in consumer 
importance. 

A statistical picture of any major metro- 
politan market area might conform in gen- 
eral to the following description of the Bos- 
ton Retail Market: 

It is an important fact that the Metro- 
politan Boston Retail Area consists of ap- 
proximately sixty distinct cities and towns, 
each municipality an independent political 
unit. Within ten miles of the center of Bos- 
ton are § cities with over 100,000 population; 
6 from 50,000 to 100,000; and 11 from 25,000 
to 50,000. However, the Boston Retail Mar- 
ket, and more particularly that segment of 
the market known as “Greater Boston,” 
must be considered a compact unit from a 
marketing point of view. The City of Boston 
itself possesses the highest density of sales of 
any major city in the United States. 

Within the larger Metropolitan Retail 
Area, there are 2,927,132 persons. In 1939, 
total retail sales within this entire market 
aggregated $1,206,198,000. 


Population Retail Sales 

(in millions) (in millions) 

1929 1939 ~—-1929 1939 
United States 122.8 131.7 $48,330 $42,039 
New England 8.2 8.4 4,732 35315 
Massachusetts 4.2 4-3 2,032 1,735 
Boston Retail Area 2.8 2.9 1,450 1,206 


The Boston Retail Market is surpassed in 
size only by New York, Chicago and Phila- 
delphia and is approximately equal to Los 
Angeles. It is interesting to contrast the rela- 
tive compactness of the Boston Area with 
the wider radius of the other three great 
markets of the nation. 

An impressive picture of the importance 
and magnitude of Boston as a concentrated 
shopping area can be secured by comparing 
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its population with that of the 34 states 
shown in Table I. Each one of these states 
has a smaller population and retail sales vol- 
ume than is found in the Boston Retail Area. 
Thus the merchandiser serving the Boston 
Retail market actually possesses a greater 
potential market than the merchant cover- 
ing any one of these states. 

Although the normal retail trading area is 
generally considered as embracing towns and 
cities within a thirty-mile radius, actually 
Boston draws trade from a vastly greater 
area. The Boston stores reach deeply into 
many sections of New Hampshire, Vermont, 
and Rhode Island. However, in our study we 
confined our concept of the Metropolitan 
Boston Retail Area to those communities 
more or less within the 30-mile radius of 
downtown Boston. 

Like most retailers in similar metropolitan 
areas, the merchant in downtown Boston for- 
merly regarded this whole retail zone as a 
reasonably compact unit. Except for food, 
drugs and similar convenience goods, he at- 
tracted a good portion of the retail purchases 
from the entire area. During the past two 
decades, and especially since 1929, a notice- 
able modification in the retail trade flow of 
the metropolitan market has been in process. 

The data in Table II depict the realign- 
ment in retail trade centers that is taking 
place within the Metropolitan Boston mar- 
ket area. In all but the food lines, Boston re- 
tail stores have declined in relative im- 
portance. This reshifting of trade outlets 
was extended over the entire 1930 decade as 
shown in 1939 and 1935 census reports as 
contrasted with 1929. Although Boston 
stores are still the great focal point for gen- 
eral merchandise and apparel purchases, 
they have persistently lost ground to retail 
outlets in surrounding communities. 

The decentralization of retail trade was 
far from a uniform process throughout the 
suburban area, as is indicated by Table II. 
During the 1930’s, several secondary market 
centers suffered the loss of ground as did Bos- 
ton and declined in relative importance. 
Thus we may conclude that the enlarged 
shopping facilities of certain of the more ag- 
gressive communities attracted purchasers 


not only from Boston but also from sur- 
rounding towns and cities. This was particu- 
larly true of the communities where Boston 
department stores established branch outlets 
to cope with the decentralization movement. 


TaBLe I. MetTropo.iran Boston PopuLaTION AND RE- 
TAIL SALES COMPARED WITH POPULATION AND 
RetAiL SALEs OF THIRTY-FOUR STATES, 1940 





BOSTON RETAIL 








AREA Population Retail Sales 

2,927,132 $1,206,198,000 
Alabama 2,832,961 435,973,000 
Arizona 497,789 162,003,000 
Arkansas 1,948,268 298 , 301,000 
Colorado 1,118,820 409 , 103,000 
Connecticut 1,710,112 717,262,000 
Delaware 264,603 110,052,000 
Florida 1,897,414 613,464,000 
Idaho 524,873 175,873,000 
lowa 2,5351430 822,905,000 
Kansas 1,799,137 473,551,000 
Kentucky 2,839,927 §20,135,000 
Louisiana 2,355,821 486,250,000 
Maine 845,139 281,356,000 
Maryland 1,821,244 619,273,000 
Minnesota 2,792,300 1,017,195,000 
Mississippi 2,181,763 282,444,000 
Montana 554,136 222,008 ,c00 
Nebraska 1,313,468 397,196,000 
Nevada 110,014 61,828,000 
New Hampshire 489,716 183, 100,000 
New Mexico $28,687 125,765,000 
North Dakota 639,690 156,137,000 
Oklahoma 2,3341437 513,091,000 
Oregon 1,087,717 442, 160,000 
Rhode Island 711,669 274,759,000 
South Carolina 1,905,815 332,224,000 
South Dakota 639,972 169, 396,000 
Tennessee 2,910,992 606, 489,000 
Utah 548,393 170,728,000 
Vermont 357,598 123,369,000 
Virginia 2,677,773 628,172,000 
Washington 1,721,376 668 , 790,000 
West Virginia 1,900,217 404,889,000 
Wyoming 246,763 100, 233,000 





Source: U. S. Census Data, 1940. 


Where these branches were opened, a certain 
number of the customers in nearby com- 
munities shifted some of their trade from the 
downtown Boston stores to the nearer and 
more convenient branch store. 

The census data indicate that all commu- 
nities did not fare equally well from the de- 
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centralization of retail buying. It is signifi- 
cant that the City of Boston declined in rela- 
tive position as a buying center for every 
type of merchandise, even for food. Con- 
versely, no single community surrounding 
Boston improved its relative position as an 
outlet for all types of goods. The most no- 


Quincy experienced a more generalized ex- 
pansion of retail sales in several fields, in- 
cluding general merchandise, than other 
communities. On the other hand, some com- 
munities, such as Winchester, Belmont, Ar- 
lington and Somerville, declined in relative 
importance with regard to total retail sales, 


TABLE II. CHANGES IN RELATIVE SALES PosiTION oF COMMUNITIES WITHIN THE 
METROPOLITAN Boston AREA* 








Total 


(Figures show 1939 relative position of each community as percentage of 1929 position. 1929 = 100) 





General 
Retail Sales Food Merchandise Apparel Furniture Automotive 
BOSTON CITY 76 96 69 70 64 88 
Arlington 88 88 149 75 61 125 
Belmont 87 go 140 80 2 97 
Braintree 92 68 117 100 = 189 
Brookline 116 93 85 234 65 241 
Cambridge go go 99 61 103 107 
Chelsea 94 IO] 83 81 IO] 126 
Dedham 114 95 117 100 ~~ 102 
Everett 81 78 78 110 go 93 
Lynn 7 97 78 78 94 92 
Malden 89 103 79 89 98 79 
Medford 114 IO! 79 67 gI 157 
Melrose 82 86 71 gI 74 88 
Milton 7 65 — 43 — 162 
Needham 118 131 62 133 178 289 
Newton 106 118 100 107 95 139 
Quincy 105 118 132 120 gl 109 
Revere 122 107 67 167 72 153 
Saugus 11S 100 71 — — — 
Somerville 93 > 2 4 123 III 124 122 
Stoneham 74 73 92 86 — 39 
Swampscott 69 gI — -— 98 42 
Wakefield 120 87 114 153 115 300 
Waltham 114 97 150 109 IOI 109 
Watertown 121 164 121 907 37 116 
Wellesley 152 117 88 356 — 176 
Weymouth 97 80 56 58 43 283 
Winchester 57 65 -- 175 — 59 
Winthrop 88 89 135 82 215 60 
Woburn 98 105 89 96 68 33 





* Data based on analysis presented in “‘Trends in Retail Trade and Consumer Buying Habits Within the Metro- 
politan Retail Market,” Boston University Bureau of Business Research, October 1941. 


table improvements in total retail sales were 
experienced by Wellesley, Wakefield, Re- 
vere, Watertown, Brookline, Dedham and 
Waltham. Yet in each of these cases the gain 
in relative sales position was due to a notice- 
able expansion in one or two types of goods. 
Wellesley, Watertown, Brookline and Wake- 
field all had improved positions due to sharp 
increases in apparel sales. Waltham and 





but nevertheless rose appreciably as centers 
for certain specific types of merchandise. 
Beyond the 10-15 mile radius the retail 
flow was apparently unaffected. These outer 
suburbs possessed 24.5 per cent and 24.4 per 
cent of the population within the entire met- 
ropolitan market area in 1929 and 1939 re- 
spectively and accounted for 20.7 per cent 
and 21.5 per cent respectively. To date the 
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development of larger buying centers around 
the City of Boston has been due largely to 
the attraction of trade away from Boston. 
However, the continued growth of these cen- 
ters may, in the future, draw some of the 
trade of the outer suburbs which now flows 
into downtown Boston stores. 

In order to learn something of the motives 
which influenced people in making their pur- 
chases, we asked the question, “Which of the 
following reasons best explain why you buy 
your merchandise: (1) in nearby downtown 
Boston stores, and (2) in your home town 
stores?” * 

Obviously, consumer patronage motives 
will be affected by the type of goods in- 
volved. In order to understand better the 
habits of the consumer within the Greater 
Boston Area, data were secured on a wide 
range of articles—some of the orthodox con- 
venience type and some of the shopping 
goods type. 

Summarizing these results we find that the 
major reasons for trading in downtown 
Boston stores were:* 

. Better style. 

Larger assortments. 

. Better quality. 

. Reliability of store. 

. Price, including bargain sales. 


wre 


un > 


The chief appeals of the stores at home or 
with the “home” area were: 


1. Convenience in purchasing near home. 

2. Reliability of stores. 

3. Quality and style. 

4. Delivery and charge service. 

s. Acquaintance with store owner or sales people and 
a feeling of loyalty to the “home town”’ store. 

6. Location of store with regard to theatre and other 
shopping facilities. 


Although the above listing presents a pic- 
ture of the basic reasons why people bought 
at home and in downtown Boston stores, 
interesting results were found when these 
motives were analyzed by specific types of 
goods. For example, in men’s and women’s 


* From a comprehensive breakdown and analysis of 
the census data 1929, 1935, 1939 and of the Consumer 
Survey presented in “Trends in Retail Trade and Con- 
sumer Buying Habits in the Metropolitan Boston Retail 
Area” published by Boston University Bureau of Busi- 
ness Research, October, 1941. 


clothing, the dominant forces which drew 
consumers into Boston were better style, 
large assortment, and a feeling of superior 
quality. However, in children’s clothing, bar- 
gain sales and lower prices came first, reli- 
ability of store second, and style and assort- 
ment followed in third and fourth place. The 
one predominant reason for buying children’s 
clothing in home town or nearby stores was 
“nearness of market.’”” When one considers 
the task of bringing children into the 
crowded shopping center of Boston, the logic 
of this situation may be appreciated. On the 
contrary, the average consumer felt that con- 
venience in buying their children’s shoes in 
nearby stores was of less importance than the 
superior quality of the merchandise in down- 
town Boston stores. 

An analysis of the factors influencing 
men’s and women’s shoe purchases indicated 
that women shopped in Boston stores, first, 
because of better styles; second, because of 
better quality; and third, because of lower 
prices. With men, Boston stores were pa- 
tronized for shoes because of: (1) quality; 
(2) style; (3) larger assortment; (4) reli- 
ability of the store. This latter factor was 
fifth in importance for women’s shoes, and in 
relation to the other factors was compara- 
tively low in significance. The nearby local 
market secured its men’s shoe trade because 
of: (1) reliability of the store; (2) acquaint- 
ance with sales people; (3) quality; (4) near- 
ness to home; (5) lower prices. With women, 
this local market appeared to offer: (1) con- 
venience because of nearness to home; (2) 
style; (3) low prices and good quality; (4) re- 
liability of store and acquaintanceship with 
sales people. 

In the purchase of food the average resi- 
dent of the communities included in Greater 
Boston does little or no purchasing in down- 
town Boston stores. Only a very few ques- 
tionnaires made any mention of such food 
purchases. However, of those who answered 
the question of food purchases in downtown 
Boston stores, better quality was the chief 
reason given. 

The food market is primarily a local com- 
munity market, being limited to the home 
town or nearby centers. This is evidenced by 
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the fact that “nearness to home’”’ leads all 
other reasons by a substantial margin. Next 
in order were the following reasons: lower 
prices, reliability of store, acquaintanceship 
with store owner or sales people, delivery 
service, quality, and charge accounts. 

It is obvious that about six basic motives 
account for most of the consumer trading 
either in the home town or nearby market or 
in downtown Boston stores. However, there 
were other miscellaneous or secondary fac- 
tors, which while not significantly important 
had varying degrees of influence in shaping 
consumer patronage. Among these were: (1) 
courtesy of clerks; (2) parking space; (3) 
nearness to theatre, church or station, etc.; 


(4) attractiveness of the store. 

The part played by courtesy of clerks, 
while undoubtedly important as an influence 
affecting people in their choice of stores, was 
of little significance in the choice of market 
centers. However, this factor came into rea- 
sonably frequent mention in the purchases of 
food, women’s clothing, drug store merchan- 
dise, and women’s shoes within the local mar- 
ket. Only in women’s and men’s clothing and 
women’s shoe purchases was it of even pass- 
ing significance as a motive attracting trade 
to Boston stores. The existence of parking 
space was chiefly important in the purchases 
of food and women’s and children’s clothing 
in the local market. 


AUSTRALIAN SUGAR: A CASE STUDY IN CONTROLLED MARKETING' 


VIRGIL SALERA 
United States Treasury Department 


USTRALIA’s long experience in subsidiz- 

ing most of her major export products 
through the use of various types of market- 
ing arrangements constitutes an interesting 
chapter in the history of statutory market- 
ing control. Sugar, the oldest of Australia’s 
many subsidized exports, well illustrates the 
nature of this form of regulation. The survey 
which follows attempts to indicate briefly 
the history, the process, and (indirectly) the 
consequences of controlling the marketing in 
the case of this export commodity. 

Sugar cane has been grown in the fertile 
river valleys of the coastal areas of northern 
New South Wales and Queensland since the 
sixties of the last century. Production was at 
first confined to estates employing “‘inden- 
tured” black labor—the Kanakas, who were 
recruited from various neighboring Pacific 
islands. This system of production prevailed 
until 1900, when the adoption of the ““White 
Australia” policy made necessary the repa- 
triation of the Kanakas. 


1 This is a revision of a manuscript first written in 
Melbourne in mid-1939. The writer wishes to express his 
indebtedness to Messrs. G. G. Firth and W. K. Williams, 
of the University of Melbourne, for making available 
certain materials incorporated in this note. 


In the conferences which preceded federa- 
tion of the Australian states in 1901, conti- 
nental defence and the need for an adequate 
white population in tropical Queensland 
ranked high in the minds of Australians. 
Sugar, a going concern, was deemed to have 
the greatest capacity to settle whites in this 
area. But the substitution of whites for Kan- 
akas, and with it the augmentation of costs, 
seemed to threaten the existence of the in- 
dustry. Queensland stipulated that a profit- 
able Australian market for her sugar be 
guaranteed as a condition to her entry into 
Federation. This demand was acceded to, a 
duty of £6 per ton being imposed on cane 
sugar.? An excise duty was also imposed on 
the whole of Australia’s sugar production, all 
but £1 of which was returned in the form of a 
rebate to growers who employed whites ex- 
clusively. By 1914, when the transition to 
white labor had been completed, domestic 


2 Beet sugar producers in Victoria took advantage of 
the times to obtain a duty of £10 per ton for their prod- 
uct. Although Victoria’s output benefits most of all 
from sugar protection, all of its production being sold 
at the home price, it is not included in the sugar control 
schemes. 
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output amounted to half of Australia’s re- 
quirements. 

With a view to controlling all aspects of 
the industry, the Commonwealth Govern- 
ment in Ig91$ imposed an embargo on sugar 
imports and exports. At the same time the 
Queensland Government, under its Sugar 
Acquisition Act, took title to all State-grown 
sugar so that it might resell the same to the 
Commonwealth Government at the special 
rate of £18 per ton of raw sugar. This price 
was below the ruling world market level. The 
basic price was raised in 1917 to £21, a 
figure still below duty-free imported sugar; 
and in 1920 an effort was made to achieve 
national self-sufficiency by increasing the 
price per ton to £30 6s 8d.‘ The response of 
the growers to this remunerative price and 
an assured market was phenomenal. Within 
three years the Queensland Government was 
confronted with the problem of restriction. 

With the advent of production in excess of 
home requirements, Queensland was faced in 
1923 with overseas as well as domestic mar- 
keting problems. At this juncture only a few 
foresaw the difficulties that would be in- 
volved in maintaining a special average price 
deemed satisfactory to producers in view of 
the growing proportion of the total output 
marketed overseas at falling world prices. 

Queensland’s delegation of marketing 
powers to the Sugar Board, which thereto- 
fore had been an advisory body, dates from 
1923. This four-man Board, three of whom 
represent producer interests, is the agent of 
the Queensland Government. In carrying out 
the provisions of Sugar Agreements made be- 
tween the Commonwealth and Queensland 
Governments, the Board (1) acquires all raw 
cane sugar produced in Queensland and New 
South Wales, (2) prescribes maximum whole- 
sale, manufacturing, and retail selling prices 
for the various kinds of sugar, golden syrup 
and treacle, and (3) provides sugar for the 


? It has been estimated that the income of Queensland 
producers would have been greater by £15 million had 
they been able to sell at world prices during this period. 
Cf. J. B. Brigden, The Story of Sugar, p. iii. 

* At this time the Commonwealth Government was 
paying up to £80 per ton for its sugar imports. Cf. S. M. 
Wadham and G. L. Wood, Land Utilization in Australia, 
Melbourne, 1939, p. 231. 


export trade in Australian manufactured 
goods at the Australian equivalent of world 
parity prices. The Colonial Sugar Refining 
Company, with a virtual monopoly position 
in the industry, acts as the Board’s produc- 
ing and marketing agent. 

The price-fixing provision of the Agree- 
ment between the Commonwealth and 
Queensland Governments contains several 
interesting terms. The retail price of sugar is 
fixed in this compact. Save for changes that 
may occur in annual renewals of the Agree- 
ment, this price is kept at a uniform level as 
far as the capital cities of Australia are con- 
cerned. With the exception of a few large 
communities, such as Newcastle in New 
South Wales and Launceston in Tasmania, 
prices outside the capital cities vary directly 
with the costs of cartage. The price per ton 
to retailers is usually fixed so as to allow 
them approximately 12} per cent on cost. 
Wholesalers are allowed a 2 per cent margin 
on turnover, providing their purchases aggre- 
gate £A1,500 monthly. Finally, manufactur- 
ers of fruit products for the Australian mar- 
ket are given a rebate of £A2 4s per ton. This 
branch of the sugar control is administered 
by the Fruit Industry Sugar Concession 
Committee, an organization set up by the 
terms of the 1931 Agreement. There is no 
doubt that this rebate is but a gesture de- 
signed to appease a particular group in the 
fruit-growing States that otherwise might 
bring political pressure to bear adverse to the 
interests of the sugar producers. 

Another provision of the Agreement re- 
quires the Queensland Government, through 
its Sugar Board, to provide sugar for the 
Australian export trade at the Australian 
equivalent of world parity. This provision 
has a background in Australian attempts to 
effect what is called “closer settlement,” 
especially in certain of the rural areas of New 
South Wales and Victoria. It was believed 
that by concessions of this sort, together 
with the construction of extensive irrigation 
projects, the population carrying capacity 
of these rural areas might be materially en- 
hanced. 


5 Reports of the Sugar Inquiry Committee, 1931, Par- 
liamentary Papers, No. 240, Canberra, 1931, pp. 55-56. 
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Incidentally, it should not be assumed 
that the authorities regarded these conces- 
sions as an attempt to confine the costs of 
sugar protection to industries other than 
those producing for export. In the Austral- 
ian economy, attempts to confine the costs 
of agricultural subsidies to lines of activity 
operating wholly on a domestic basis would 
quickly handicap the country’s leading ex- 
port industries. For even though the initial 
impact of such subsidy burdens might be on 


TaBLe 1. Fruit Inpustry SuGar Concession CoMMITTEE ALLOWANCES, 1932-1936" 


In effect, as is evident from the parenthetical 
insertion, this assistance is but sugar’s con- 
cealed export subsidy to the fruit industry, 
since the latter has already received its sugar 
at world prices through the export sugar re- 
bate. The particulars relative to this “sub- 
sidy” and the other rebates are set out in 
Table 1. It should be noted that the con- 
cealed export subsidy amounts to approxi- 
mately one-third of the sums expended in the 
form of rebates. 




















Year Ended August 31 Total 
Item Disb 
wsoursements 
1932 | 1933 | 1934 | 1935 | 1936 
SA s d|£A s dj SA 5 di £A sd £A sd £A_s d 

Domestic sugar | | 

INS oi dist 171,687 15 11/98,880 19 5] 58,487 13 2| 62,614 7 0/71,347 4 4'463,017 19 I0 
Special domestic | | | 

sugar rebate. . = 21,119 9 8 6,525 10 3} a -- 27,644 I9 II 
Export sugar re- | 

ae 29,622 17 140,417 0 5] 60,157 7 ©} 61,724 7 30\77,771 16 5/269,693 8 9 
Special export | 

assistance....| 7,416 4 10)23,972 7 11)177,101 18 4,104,265 3 5|58,789 4 9971,504 19 3 





* Fifth Annual Report of the Fruit Industry Sugar Concession Committee, 1936, Pp. 14. 


non-export lines, Arbitration Court wage 
awards (based on a sensitive cost-of-living 
index) would shortly raise local production 
costs to a level at which there would be an 
inevitable shifting of the bulk of the costs of 
sugar protection to Australia’s basic export 
commodities, chiefly wool.® 

The export sugar rebate, which is also ad- 
ministered by the Fruit Industry Sugar Con- 
cession Committee, varies from month to 
month in accordance with fluctuations in 
world parity prices. The latter are taken to 
be the cheapest rates for foreign sugar quoted 
c. i. f. Australian ports. 

In addition to the domestic and export re- 
bates, the Fruit Industry Sugar Concession 
Committee grants assistance “for promoting 
the use and sale of manufactured fruit prod- 
ucts (mainly ‘special export assistance’).’’? 

® Cf. The Australian Tariff, Melbourne, 1929, pp. 56- 
66, 68-69. 
7 Third Annual Report of the Fruit Industry Sugar 


Concession Committee, 1934, Parliamentary Papers, No. 
5, P- 3- 


When we proceed from a consideration of 
the price-fixing features of market control in 
sugar to a consideration of the manner in 
which the producers fit into the general 
scheme, we find that the bulk of the post-war 
developments in this sphere have to do with 
efforts to prevent that part of the output in 
excess of domestic requirements from grow- 
ing to such an extent as seriously to reduce 
the returns to the growers. The reason for 
this is simple enough. The price in the export 
market during the period 1924~1937 aver- 
aged only 40.3 per cent of the Australian 
home price. At one time, in 1930, it was as 
low as 30.7 per cent. Moreover, at no time 
since 1930 has the export price been as high 
as 35 per cent of the home price. (See Table 
2.) As a result, the greater the proportion of 
Australian sugar that must be sold in world 
markets (chiefly in the United Kingdom), the 
lower will be the average price realized on 
the whole of the output.® Restriction of pro- 


§ The average price might conceivably be kept more 
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duction thus has come to play a significant 
role in the general marketing program, es- 
pecially since 1930. Outlays for storage 
which in some years result from the unmar- 
ketability of surplus sugar as a result of in- 
ternational quota restrictions, represent an 
additional factor increasing the importance 
of output restriction. 

Needless to say, output restriction and 
price policy are closely connected. In fact the 


1930 it has been necessary to encourage pro- 
duction curtailment indirectly by means of 
a further segregation of output. Up to 1929 
growers were “attempting to get the best of 
both possible worlds—increasing output and 
a bounty on production.’ In 1930, there- 
fore, Queensland adopted what is known as 
the ‘“‘Peak Year Scheme,’”’ whereby each 
mill’s remuneration on a pooled receipt basis 
is restricted to its highest output of raw sugar 


TABLE 2. AUSTRALIAN SUGAR PRICES AND SALES, AND “Excess’’ SuGAR, 1924-1937" 




















La : ul ; 
tes ver orn Thousands of Tons Sold ‘Sour “Excess” Sugar 
Season | 
’ : : | Percentage 
Australian Export Australian | Oversea Total 1000 tons ‘of Exports 
1924 26.0 | 21.0 357 76 433 18 —_ —_ 
1925 26.5 | 11.3 289 227 516 44 -— -- 
1926s 26.5 | 14.9 338 78 416 19 
1927 | 26.5 | 12.1 350 159 509 31 | 
1928 «=| (26.5 10.5 345 192 537 36 . 
1929 27.0 9.9 335 203 538 38 . - 
1930 27.0 8.3 325 210 535 39 7 3 
1931 27.0 9-4 304 301 605 50 22 7 
1932 25.0 8.3 337 196 533 37 23 12 
1933 24.0 8.0 348 319 667 48 72 23 
1934 24.0 7-6 317 325 642 51 7° 22 
1935 24.0 7-9 337 310 647 48 45 15 
1936 24.1 8.0 359 423 782 54 150 35 
1937 | 24.0 8.2 365 445 810 55 184 41 




















* Data on sales and “excess” sugar were derived from the Queensland Year Book, 1938, p. 201, while the Austral- 
ian and export price series were obtained from the Thirty-Eighth Annual Report of the (Queensland) Bureau of Sugar 
Experiment Stations, Brisbane, 1938, p. 6. The tons in question are tons of 2240 pounds. 


> Begins about Ist June. 


connection is such that the final price paid 
to the mills is not the result of a simple pool- 
ing of the Colonial Sugar Refining Co.’s 
Australian and overseas receipts. First, an 
adjustment is made in order to offset, in part, 
the relatively unfavorable production con- 
ditions that prevail in New South Wales. 
Sugar produced in this State receives a larger 
proportion of Australian receipts, and its 
price averages around £AI per ton more than 
the pooled Australian and overseas average 
for Queensland. In the second place, since 





or less stable through a policy of home price adjustments 
inversely proportional to the movements in world 
prices; but while the demand elasticity for sugar is un- 
doubtedly low, it is far from zero. 

* Queensland Year Book, 1938, p. 201. 


since 1915. Sugar produced over and above 
this limit is termed “excess” sugar, payment 
for which is in terms of world parity prices. 

Furthermore, the Sugar Cane Prices Act 
of 1915 empowers a board to assign land to 
cane growers. The power of land assignment 
has been used as a threat to keep acreage 
under control by making growth of cane on 
assigned land a condition for participation 
in the home consumption price. No new 
lands have been assigned since 1925. Under 
the “Peak Year Scheme” “‘excess’’ sugar 
also comprises that grown on unassigned 


10D, B. Copland, Some Economic Effects of Marketing 
Schemes with Special Reference to the Home-Price, in 
Duncan (ed.) Marketing Australia’s Primary Products, 
Sydney, 1937, Pp. 41. 
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land. Thus a maximum has been reached 
with respect to the sugar acreage benefiting 
from sales in the high-price Australian mar- 
ket. However, as is generally true of most 
attempts at output restriction short of actual 
production quotas, the restriction of acreage 
by this means has not stabilized Australian 
production at the 1930 level. This is clearly 
evident from that section of Table 2 dealing 
with “excess” sugar. The result is that the 
sugar industry is responsible for apparently 
ever-growing excess costs, measured from the 
bench mark of the landed price of foreign 
sugar.!! 


11 Professor Copland has estimated these excess costs 
at £A 4.3 million for the year 1936. See D. B. Copland, 
Op. cit., p. 11. 


The foregoing represents in brief outline 
the nature of marketing control in Australian 
sugar. The problems that sugar presents are 
by no means limited to one or two export 
commodities. Although the control technique 
is rather more developed in the case of sugar, 
similar types of control prevail with respect 
to the export trade in many Australian pri- 
mary products. Outstanding among the lat- 
ter are wheat, meat, butter and cheese, dried 
and canned fruits, and wine. In the light of 
these circumstances, it is apparent that the 
Australian experience in this general area 
is unusually suggestive with respect to 
American policies in related fields. 


INTERNATIONAL BALANCE OF PAYMENTS, 1941 


EDWIN WIGGLESWORTH 
New York University 


ie THE July, 1941, issue of THE JOURNAL OF 

MARKETING, Nicolo Pino takes issue with 
Grace Beckett’s article of January on the re- 
ciprocal trade program. Miss Beckett, pre- 
senting the Department of Commerce analy- 
sis of the results of the program for the period 
1934 to 1939, emphasizes the resulting in- 
crease in our foreign trade, especially that 
with the agreement countries, and notes with 
satisfaction that the program has helped to 
remove some of the obstacles to international 
commerce. Mr. Pino feels, on the other hand, 
that Miss Beckett has drawn too optimistic a 
conclusion. He sets up as a test of the success 
of the program the principle that a great 
creditor nation must encourage its imports 
rather than its exports if the international 
balance of payments is not to be gravely up- 
set and analyzes the same data to demon- 
strate that the program does not meet this 
test. He concedes, however, that, ““The situa- 
tion would be worse, certainly, without the 
program.” 

This mild controversy could be permitted 
to fade into the haze of a fall afternoon were 
it not that Mr.Pino’s point-of-view, correct 
as to international trade theory under con- 
ditions traditionally assumed as “‘normal,” 
is not admissible in terms of the realities of 





the political and economic developments 
since 1933. The reasons can be found both 
at home and abroad. 

Protectionism is still a major plank of the 
Republican party, in spite of its seeming 
avowals to the contrary, and has many ad- 
herents within the Democratic party also. 
Any administration, regardless of its political 
tag, functions partly by virtue of considera- 
tion for some of the pets of the opposition. 
In the reciprocal trade agreements, any at- 
tempt to reduce rates to a degree sufficient to 
bring about an unfavorable balance would 
intensify the opposition against the admin- 
istration and widen further the sharp cleav- 
age between the two parties. Under the recip- 
rocal trade agreements act, the lowering of 
the rates has been a process, not only of 
balancing the concessions offered the foreign 
government but also of balancing the opposi- 
tion at home. Only in a totalitarian govern- 
ment could such an about-face on policy be 
made. 

The protectionist system has encouraged 
the establishment of some industries! which 


1 Dewey, Davis Rich, “Financial History of the 
United States,”” New York, Longmans, Green & Co., 
1934- 
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have become integrated into our economic 
life and which are still dependent upon tariff 
protection. It is possible that these could not 
survive the drastic tariff cut that would be 
necessary to bring about a negative balance. 
From the political point-of-view could any 
administration risk such a measure and its 
subsequent developments? The present slow 
method of reduction is probably the swiftest 
method possible not only politically but also 
economically because it allows sufficient time 
for our internal structure to make necessary 
adjustments to a situation of freer trade. 

As to the reasons emanating from abroad, 
the almost coincidental development of the 
policies of Hitler and of Hull has made the 
furtherance of the latter’s program extremely 
slow and difficult. A number of agreements 
have been partly? or wholly* wrecked. On the 
other hand the combination of reciprocal 
trade agreements and Export-Import Bank 
loans, a policy fatal to sound international 
balances of payments, according to the 
theory, has been the only force able to bring 
at least one foreign government‘ out of the 
rough into which it had got as a result of 
dealing with Germany. 

Foreign political developments offer an- 
other reason why the reciprocal agreements 
program cannot be evaluated by its failure 
to create an unfavorable balance of pay- 
ments for the United States. The spread of 
war since 1937 makes any great reversal in 
our trade balance impossible. According to 
the Department of Commerce, in May, 1941, 
our trade stood as follows: 





A glance at the dutiable list of the, “Tariff Act of 
1930,” is the best method of determining superficially 
our industries needing protection. 

* Holland, Sweden, Switzerland, France, Finland, 
Turkey; “Announcements Under The Reciprocal Trade 
Agreements Act,” Foreign Commerce Weekly, Vol. Il, 
No. 7, February 15, 1941. (This reference gives a list 
of agreements but does not indicate the present position 
ot each with reference to its effectiveness.) 

* Belgium, Czecho-Slovakia; Ibid. 

* Brazil; ‘New German Pact for Brazil Likely,” New 
York Times, Dec. 18, 1939; “U. S. Hopes to Nip Nazis’ 
Brazil Push in Talk with Aranha,” New York World- 
Telegram, Feb. 10, 1939; “Export-Import Bank Loans 
to Latin America,” Foreign Policy Reports, Vol. XVII, 
No. 7, June 15, 1941. 
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Unrtep States Foreicn Trapve, May, 194! 
(000) 

Area Exports Imports Balance 
Europe $110,409 $23,355 Pos. $87,054 
Northern N. Amer. 81,165 49,506 Pos. 31,659 
Southern N.Amer. 42,071 38,706 Pos. 8,365 
South America 42,989 56,048 Neg. 13,059 
Asia 63,665 99,923 Neg. 36,258 
Oceania 7,413 15,317 Neg. 7,904 
Africa 36,925 14,075 Pos. 22,850 

Final Balance of Trade 
Positive Items $149,928 
Negative Items $7,221 
Final Balance, Pos. $ 92,707 


Under present international conditions can 
it be expected that a net monthly favorable 
balance of $92,707,000 shall be deliberately 
shifted to a considerable distance on the un- 
favorable side because this favorable balance 
of trade violates a principle of economic 
theory? 

The essential idea of the theory of the bal- 
ance of international payments is that na- 
tions, like individuals, must eventually bal- 
ance their accounts with others if all are to 
remain solvent and economic progress be 
made. Generally included in the theory is the 
assumption that nations are relatively fixed 
entities with certain defined boundaries, with 
a certain number of inhabitants and stores of 
raw materials or other forms of wealth by 
which each is able to satisfy its needs and 
maintain a balanced economic relationship 
with the others. Events since 1914 show that 
this assumption is not justified. Nations defi- 
nitely do not remain fixed in any direction or 
category of their existence. Their borders 
fluctuate, their populations decrease and in- 
crease, they acquire and lose raw material 
sources. What has happened to the inter- 
national balances of payments of the Baltic 
countries, the Balkans, France, and even 
Great Britain since 1939? 

The facts of today are that the world is 
split into two groups warring directly upon 
each other; the major portion of the eco- 
nomic strength of the world is as yet within 
the borders of the United States, Great 
Britain and her colonies and dominions, and 
Russia. It is, therefore, only the part of utter 
realism to observe that the United States and 
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her Allies desire that such economic strength 
shall not be further distributed, since it is 
one of the weapons of the battle. A very 
large proportion of the excess of exports to 
Europe, Canada, and Africa represents the 
flow of armaments to Britain and may in- 
crease as aid to Russia is given, whereas the 
unfavorable balance with South America,5 
Asia, and Oceania is the influx of raw ma- 
terials to make those armaments. 

To continue to consider international bal- 
ances of payments as important guides to 
independent national policies at such a time 
has something ‘‘Neroesque” about it. The 
only balances which are of importance today 
are those two supra-national balances of the 
Axis and the Allies. As the economies of the 
nations on the two sides are drawn more and 
more into the struggle, their separate bal- 


5 A significant article covering the change in the 
United States-Latin-American trade relationship as a 
result of the war is to be found in the July 19, 1941 issue 
of Foreign Commerce Weekly. 


ances of assets and liabilities also merge, the 
assets of each becoming the sinews in the 
general strength and their liabilities, ele- 
ments of fatigue. The Lease-Lend Act, in- 
creasing our accounts receivable, the Ship 
Seizure Act, increasing our accounts payable, 
were but two evidences of this fact. Neither 
item would appear in our balance of pay- 
ments had we been able to remain aloof from 
the war. Both testify to the fact that our bal- 
ance of payments today is but the reflection 
of our participation in the world struggle. 


CORRECTION 


I" TaBLE II of the article on “The Use of 
Motion and Slide Pictures in the Teach- 
ing of Marketing,” which appeared in the 
October issue, “Persuasion Makes the World 
Go ’Round” was listed as a Borden and 
Busse film. Credit for the creation of this 
film should have gone to Messrs. Bills and 
Pierrot of Benjamin F. Bills and Associates, 
Sales Consultants. 
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and J. Harotp STEHMAN 








Epiror’s Note: Beginning with this issue the materials 
formerly published as “Marketing Research in Progress” 
and “Digests of Leading Articles” have been combined 
under the general editorship of Professor Vaile. The pur- 
pose of the new department will be to keep the readers of 
THE JOURNAL OF MARKETING informed as to new research 
projects undertaken and give them brief abstracts of the 
results of research which appear as articles in other jour- 
nals, pamphlets and other fugitive materials. For the 
convenience of the reader these reports are grouped under 
twenty subject-matter classes. 


1. ADVERTISING: 


At Indiana University Professor Brooks 
Smeeton has undertaken a study of the use 
of pre-evaluation of department store adver- 
tising. Reports are being assembled from 
stores of all sizes in all parts of the country. 

At the University of Chicago two adver- 
tising studies are under way: 


STERNBERG, Epwarp. 4 Quantitative An- 
alysis of Magazine Advertising. This study 
(to be completed 1942) is based upon the 
data obtained in personal interviews with 
readers of four magazines—Life, Liberty, 
Colliers, Saturday Evening Post. 


Ute, G. Maxwe.t. The Statistical Allocation 
of Advertising Appropriations for a Durable 
Consumer Good. Ph.D. thesis, begun win- 
ter I94I. 

At the University of Wisconsin Raymond 
L. Wirth is investigating the business prob- 
lems of The Daily Cardinal, official student 
newspaper of the University of Wisconsin, 
and checking the results against the experi- 
ences of papers in other universities, for the 
preparation of a Market Analysis of Univer- 
sity Daily Newspapers. 


Roper Counts CusToMERS: A STUDY OF CON- 
SUMER RESPONSE TO 40 CBS sponsoreED 


PROGRAMS. New York Columbia Broad- 
casting System. (No date given) 39 pp. 


Columbia put this question to Roper: 
“How can you measure exactly what Radio 
gives you in return for what you pay?” His 
answer is the method evolved for this re- 
search. Once discovered, the report says, ““we 
had found a way of going further (a long way 
further) than any non-competitive research 
had ever gone—to measure over-counter 
sales results from network advertising. This 
doesn’t mean the study has no limitations, 
but it does pick up where most radio research 
has left off. It pushes the inquiry to new 
limits. It calls on the best resources of mod- 
ern fact-finding to get the answers to two 
very simple and very tough questions (into 
which our single question seemed to split as 
we talked to Roper about it): (1) What is my 
program’s net effective audience, i.e., how 
many actual listeners do I reach with my 
sales message—often enough to sell goods? (2) 
What is my program’s net sales impact, i.e., 
how many additional customers is it making 
for me—customers I would not otherwise be 
selling?’ During the month of January, 1940 
a double sample of 5000 people each, pro- 
viding a true cross-section of the national 
adult population, were interviewed to find 
out (a) which of 40 separate programs he (or 
she) listened to, and how often, each month, 
and (b) what brand of product, in each cate- 
gory of product (31 in all), was used by the 
person. 

The first set of inquiries shows that of the 
40 CBS programs 18 have month/y audiences 
at least twice as large as CAB or Harper one- 
time audience, 7, three times as large, and 
3, four times as large. All the other programs 
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show monthly audiences sizeably larger than 
the standard one-time ratings. The “brands- 
used’”’ data, resulting from the second set of 
questions, are broken down into listeners and 
non-listeners (with refinements that space 
forbids statement of here) to the program 
identified with the product in question. The 
number of users of the sponsor’s brand per 
100 listeners and per 100 non-listeners is 
found and the difference is expressed as a 
percentage of the latter. “In every single 
case, without exception, the number of prod- 
uct-users was higher among listeners than 
among non-listeners to each CBS program. 
Higher by 64... 30... 88 percent. Higher 
by as much as Io! percent. Higher, on the 
average, by 53 percent.” 


“TanGLeroot Lives Acain: How Famous 
Branp Was Restorep as Goinc Busi- 
NESS,” by Ralph Bolt, Printer’s Ink, Au- 
gust 8, 1941, pp. 17 ff. 

This article presents a case study of the 
origin, growth, decay, and rebirth of a manu- 
facturing company, although it is concerned 
mainly with the rebirth phase. It tells how 
the Tanglefoot organization has been com- 
pletely revamped as far as its merchandising 
and distribution policies are concerned. 
When the organization was put in the hands 
of a new executive committee, the first step 
was to simplify and balance the Tanglefoot 
line. Not only were the products themselves 
improved, but the packaging and displays 
were modernized. In the place of a distribu- 
tion policy under which the salesman made 
his own decision as to who received special 
prices, a new “‘selective selling policy” was 
adopted which gave the salesman less dis- 
cretion. The sales force was gradually re- 
duced as the use of jobbers was increased. 

Effort was also made to discover new mar- 
kets for the Tanglefoot line and a carefully 
planned advertising campaign inaugurated 
to exploit these markets. The results of these 
changes are reflected in substantially larger 
sales and net profits. 


“Batr_Le or BRANDS IN Topay’s Market,” 
by Howard Demarest, Advertising and 
Selling, September 1941. 


Mr. Demarest takes the position, which is 
still debatable, that private brands other 
than those controlled by such large organiza- 
tions as the A. & P. and Sears, Roebuck are 
losing their market position. He traces this 
development to the following factors: 

(1) Some manufacturers are faced with 
shortages of raw materials and are re- 
ducing the production of private 
brands rather than the production of 
their own brands. 

(2) Private brand prices are rising faster 
than prices of national brands, thus 
narrowing the differential between 
them and encouraging consumers to 
buy the latter. 


National Broadcasting Company 


The findings of a series of five product use 
surveys conducted for N.B.C. by C. E. 
Hooper have been summarized in a mimeo- 
graphed bulletin, “Radio Sales Effective- 
ness.” The results show that the steady 
listeners to a program are invariably better 
customers for the products advertised and 
that listening to a program over a long period 
of time increases use of the sponsor’s brand. 
A reprint of an article describing the Hooper 
technique is attached to the bulletin. 


How To CREATE AND SELEcT WINNING AD- 
VERTISEMENTS, by R. Manville. New 
York, Printer’s Ink Publishing Company, 
1941. 70 pp. 

This booklet brings together in its 70 pages 
the series of articles by Manville on pre- 
valuation in advertising and is offered to 
subscribers of Printer’s Ink for a limited time 
at 85 cents. 


Wuat Apvertisers Are Sayinc Now IN 
THeir Business Paper ADVERTISING. 
New York, McGraw-Hill Publishing Com- 
pany, 1941. 

Contains 21 full-page reproductions of ad- 
vertisements showing what business paper 
advertisers are talking about to inform and 
help their customers under the trying cir- 
cumstances imposed by the National Defense 
Program. 














_~ 





THE FOURNAL OF MARKETING 





295 





2. Commopity STUDIES: 


At the University of Chicago two studies 
are under way: 


AMIDON, JEANNETTE Marie. The Marketing 
of Quick-Frozen Foods. Ph.D. thesis will 
be completed during the current school 
year. The study includes historical data of 
the growth of this new industry, a thor- 
ough discussion of its deviations from the 
ordinary channels of distribution, and a 
forecast of the trend this industry will 
take. 


O’DonnELL, Cyrit. Recent Trends in the 
Consumption of Textile Fibres with Special 
Reference to Cotton. The study has been in 
process since 1939 and would probably 
have been completed this year but for the 
complications resulting from the present 
international situation. 


The Textile Foundation 


Creation of a central intertrade statistical 
office by the textile industries and related 
trades to provide statistical guides which 
would appraise manufacturers, converters, 
and distributors of impending market 
changes, is the principal proposal in a report 
on Inventory Trends in Textile Production and 
Distribution. After analyzing the advantages 
and disadvantages of various inventory polli- 
cies in practice, the report points out that a 
substantial portion of the inventory prob- 
lems which have beset textile mills during 
the past decade arose from a general failure 
to perceive impending market changes and 
adjust operations accordingly. 

This report is the last in a series of seven 
under the general title Inventory Policies in 
the Textile Industries prepared for the Textile 
Foundation by the Industrial Research De- 
partment of the Wharton School of Finance 
and Commerce, University of Pennsylvania. 
The six preceding reports, which are cited 
as references in the final publication, were 
studies of inventory management in the 
denim, men’s-wear fabrics of wool, cotton 
fine-goods, rayon weaving, cotton print cloth, 
and full-fashioned hosiery industries. 

The final report describes nine different 
statistical guides which, on the basis of ex- 


perience during the 1930’s, are indicated 
as likely to be helpful. They are listed as (1) 
commitment position of buyers at each inter- 
mediate market level between mill and con- 
sumer, (2) billed-and-held goods at mills, 
(3) unfilled orders by delivery month, (4) un- 
filled orders by whether blanket or specified, 
(5) buyers’ stock position on merchandise, 
(6) inventory position of the market, (7) un- 
sold mill stocks, (8) new orders, production, 
unsold stock by constructions, and (9) pro- 
spective supply versus prospective deliveries. 

Commenting on the practicability of such 
a program, it states that distributors are 
nearly as badly in need of information to 
guide their operations as are the mills, and 
that the program would also offer some ad- 
vantage to converters, providing a basis for 
cooperative action. The function of the pro- 
posed intertrade statistical office would be 
the collection of commitment and related 
statistics from distributors, converters, and 
others on a sample basis, and the collation 
in a summary report of these statistics with 
those on mill operations already being col- 
lected by various mill agencies. 

Four policies for managing product in- 
ventories which are examined in the report 
are (1) manufacturing to order only, (2) 
selling from current or future production, 
(3) manufacturing to stock, and (4) the flex- 
ible policy of manufacturing to order or to 
stock as the price outlook warrants. It is 
pointed out that a choice among these polli- 
cies is largely limited by the character of the 
product and the circumstances of the in- 
dividual company, so that no single policy 
can be recommended for general adoption. 

There is offered in the report, however, a 
check list of important considerations which 
a company should take into account in de- 
veloping its policy. Classifications under 
which these factors are set forth are: risks 
involved in stocking product; importance of 
overhead costs in product’s manufacture; 
market conditions under which product has 
to be sold; the company’s productive equip- 
ment; its management talent; its selling 
methods; its market position; and its re- 
sources and obligations. 

The place of inventories in the textile 








296 


THE JOURNAL OF MARKETING 





business is examined and inventory trends 
during the 1930’s are reviewed in detail in 
the first half of the report as a basis for the 
recommendations contained in the latter half. 

Livestock Marketing Survey. The Division 
of Marketing and Transportation Research 
of the Bureau of Agricultural Economics has, 
during the past year, cooperated with the 12 
North Central States, Kentucky, and Okla- 
homa in making a comprehensive survey of 
the livestock marketing facilities, and the 
methods and practices followed when selling 
and buying livestock in this region. The pur- 
pose of the livestock marketing survey is to 
determine the existing marketing machinery 
and how it functions, primarily with a view 
to providing background material for re- 
search studies of more specialized nature that 
will be undertaken by this group of States 
after the completion of this probject. Since 
the methods employed in marketing live- 
stock have undergone many important 
changes in recent years, a survey of this type 
is in and of itself of value to workers in the 
field in order that they may have informa- 
tion on the extent and nature of the changes 
that have taken place. 

The survey is being conducted uniformly 
in all of the participating States. Information 
has been obtained from farmers on the num- 
ber and kind of livestock they sold and 
bought during 1940, the types of markets 
and marketing agencies at or from which 
sales and purchases were made, by whom 
livestock was transported from the farm, the 
basis on which livestock was sold and bought, 
and the weight of the slaughter animals sold 
and of the stocker and feeder animals 
bought. Information was also obtained on the 
farmers’ attitudes toward various types of 
markets and marketing practices. The num- 
ber and location of markets and marketing 
agencies of various types in each of the States 
is being ascertained. A great deal of informa- 
tion has also been obtained from country 
livestock dealers, cooperative livestock ship- 
ping associations, concentration yards, live- 
stock auctions, packing plants, and retail 
meat dealers who slaughter. This has refer- 
ence to the volume and kind of livestock 
handled, the source of the livestock, where 


the livestock was disposed of, and consider- 
able detailed material on the marketing 
methods and practices employed. The in- 
formation collected is being assembled into a 
regional report. Most of the cooperators will 
also issue separate reports based on the in- 
formation collected in their own States. 


E. I. du Pont de Nemours and Company 


Nylon as of November 1947 is a brief bul- 
letin issued recently by the Public Relations 
Department. In it are summarized the vari- 
ous uses for nylon and methods of marketing 
the yarn which is all the Du Pont Company 
makes—it does not itself manufacture the 
hosiery or any other finished nylon textile 
articles. 


“MiLk De.Livery: Necessity or Luxury?” 
by Albert M. Freiberg, Harvard Business 
Review, Autumn 1941, pp. 116-123. 


Mr. Freiberg maintains that the high cost 
of fluid milk is causing a slow but steady shift 
in consumption toward canned milk. He be- 
lieves that the milk industry would find it 
better in the long run to adopt practices 
which would stop this shift thereby decreas- 
ing the percentage of surplus milk. This shift 
to canned milk may be stopped, he believes, 
by a change in the prevailing door-to-door 
delivery which he regards as a luxury. 

Several factors have combined to encour- 
age price control of milk. The farmers them- 
selves have been sold on the theory that 
keeping up the retail price of milk gives 
stability to farm prices. The Milk Wagon 
Drivers Union has also sought to maintain 
the price of milk. One of the main steps in 
this price maintenance program has been the 
equalization pools under which all farmers in 
a given marketing area receive the same price 
for their milk. These equalization pools may 
be established under various Federal laws by 
a two thirds majority of the farmers in any 
interstate milkshed. 

In Boston, the Massachusetts Milk Con- 
trol Board allows a differential of 1¢ between 
the delivered and the over-the-counter price 
of milk. Moreover, it has set a minimum 
price for milk in paper containers at 1¢ above 
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the minimum price for milk in glass. As a 
result of these practices, three major grocery 
chains in metropolitan Boston who, in 1935, 
sold three times as much fresh milk as canned 
milk, in 1941, sold nearly three times as 
much canned milk as fresh milk, while milk 
sales from wagons increased. On the other 
hand, in New York City where the abandon- 
ment of retail price maintenance resulted in 
the appearance of a 3¢ differential, there has 
been a substantial increase in sales through 
chain stores at the expense of wagon routes. 

The writer believes that if governmental 
regulation in this field could be minimized, 
competitive forces will result in a lower cost 
of distributing milk than would be possible 
under monopoly and public utility regula- 
tion. 


3. CONSUMER STUDIES: 


Bureau of Home Economics 


Consumer Purchases Reports. What repre- 
sentative families of the United States spend 
for clothing—for housing—and for household 
furnishings is told in detail in three new re- 
ports from the Consumer Purchases Study. 
This makes 14 reports published in this 
series; 8 reports are now in press. Covered in 
the reports are all five regions of the Con- 
sumer Purchases Study—New England, 
Middle Atlantic and North Central, Plains 
and Mountain, Pacific, and Southwest. Data 
were gathered from representative families 
on farms, in villages, and in small cities in 
these regions. 

What farm families spend for clothing and 
how they divide their clothing dollar is shown 
in Family Expenditures for Clothing, Five 
Regions, Farm Series (Miscellaneous Publi- 
cation No. 428 of the U. S. Department of 
Agriculture, 30 cents. Superintendent of 
Documents, Washington, D. C.) The report 
describes the ways 11 groups of family mem- 
bers spend their money on different items of 
clothing—how long these garments are worn 
before they are replaced. The 11 groups con- 
sist of husbands, wives, babies, and sons and 
daughters in each of 4 age classes. Especially 
useful right now to those who need to esti- 
mate national consumption of cotton and 
wool for clothing are the figures on purchases, 


prices, and probable period of wear of cotton 
and wool garments. 

Family Expenditures for Furnishings and 
Equipment, Five Regions, Urban, Village, 
Farm (Miscellaneous Publication No. 436 of 
the U. S. Department of Agriculture, 25 
cents, Superintendent of Documents, Wash- 
ington, D. C.) shows what farm village, and 
small city families own in the way of house- 
hold equipment—from paring knives to 
washing machines—and how long each item 
probably will last. With the emphasis now 
upon making durable household goods last 
longer in order to conserve materials and 
labor for defense, this bulletin shows the 
types of equipment for which it is important 
to issue special instructions about care and 
use. Data on number and price of purchases 
shows the importance of helping families 
plan replacements. 

What families in small cities and villages 
in different parts of the country get in the 
way of modern conveniences for their rent 
money is shown in Family Expenditures for 
Housing and Household Operation, Five Re- 
gions, Urban and Village Series (Miscel- 
laneous Publication No. 432, U. S. Depart- 
ment of Agriculture, 25 cents, Superintendent 
of Documents, Washington, D. C.). Also 
shown are amounts home owners spend on 
taxes, interest on mortgages, repairs, in- 
surance, and miscellaneous items. 

Community Food Preservation. Because 
community food preservation centers are an 
essential part of the all-out effort to conserve 
the Nation’s food supply, the Bureau of 
Home Economics has prepared a handbook, 
Community Food Preservation Centers. The 
purpose of a community food preservation 
center is to provide more food for better 
nutrition and to set up food resources that 
can be drawn on to keep diets up to standard. 
Some centers serve individual families; some 
supply schools serving lunches; some make 
food available to low-income families in a 
community. Such centers also give informa- 
tion that helps families to conserve their own 
food supplies. In no way does the community 
food preservation center supplant the com- 
mercial canner. Rather it is a clearing 
house for local surpluses too small to be moved 
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in carload lots—surpluses that might go to 
waste if not preserved immediately near the 
source of supply. 

The handbook, available from the Depart- 
ment of Agriculture to leaders in the organi- 
zation of such centers, was prepared to help 
in community food preservation when it be- 
comes a big enough project to call for setting 
up a center. All methods of food preservation 
are discussed—canning, drying, pickling, 
freezing, brining, and krauting. It lists 
sources of equipment, suggests how to finance 
the center, tells the kind of personnel and 
supervision desirable, gives floor plans of 
successful centers, and lists publications con- 
taining additional information on food pres- 
ervation. 

Effect of Dehydration on Food Values. \n 
the present world crisis dehydrated foods 
have come to the forefront again, as they 
did to a limited extent during World War I. 
Now, however, the importance of their nutri- 
tive values, if they are to be used to a con- 
siderable extent in family or group feeding, 
is recognized. As a part of the Department’s 
study of methods to improve dehydration 
methods, the Bureau of Home Economics 
has been authorized to test the nutritive 
values of foods before and after the drying 
process. Also, methods of preparing the de- 
hydrated foods will be studied so that the 
maximum of food value may be retained, 
and recipes for attractive good-to-eat prod- 
ucts given to institutional cooks and home- 
makers. 

Already 300 dehydrated food products, 
such as soup mixtures, potato flakes, eggs, 
and vegetables and fruits, have been tested 
for palatability and, to some extent, food 
value, at the request of the Surplus Market- 
ing Administration. Some of these supplies 
are for domestic distribution to public aid 
families and to free school lunches; others for 
transfer to other countries under the pro- 
visions of the Lend-Lease Act, or for ship- 
ment to war refugee areas by the Red Cross. 
Closely allied to this research on dehydrated 
food are studies now underway on such 
products as soya, peanut, and rice polish 
flours which are rich sources of adequate 
protein, vitamins, and minerals, at low cost. 


Apparel Measurement Studies. Seven new 
American standard body sizes for boys’ gar- 
ments, based on the combination of height- 
hip measurements suggested by the Bureau 
of Home Economics, have been accepted by 
the American Standards Association. The 
new system of sizing boys’ garments was 
announced by that association as the first 
in a series of new standards to provide better 
fitting clothes for children of both sexes in 
all age groups. Based on the Bureau of Home 
Economics study in which 147,000 American 
boys and girls were measured scientifically, 
the new standards have come about after 
three years of work of a subcommittee of the 
American Standards Association. With the 
present practice of sizing by age, the esti- 
mated value of children’s clothes returned to 
retail stores annually reaches about $10,000,- 
ooo. It is believed that much of the loss 
involved, as well as much consumer dissatis- 
faction, will be largely reduced as manu- 
facturers of patterns and garments for 
children adopt the new American Standards. 

Women’s Measurements, Garment and Pat- 
tern Construction (Miscellaneous Publication 
No. 454, U. S. Department of Agriculture), 
presents figures that could be used to set up 
any of several new sizing schemes. The su- 
periority of a system based on stature and 
weight appears to be clear according to the 
report which is based on the scientific meas- 
urements of 15,000 women. But, in case other 
bases are needed, figures are given for setting 
up systems based on alternative measure- 
ments. 

Material of general interest is also pre- 
sented on the relation of the age of women to 
their measurements, the differences between 
measurements of women living in different 
states, in cities and in the country, and in 
different occupations. 

Those who sell shoes as well as those who 
wear them would benefit if a new set of 
standard sizes for shoes were developed, 
judging from much information collected by 
the Bureau of Home Economics textiles and 
clothing division. According to Shoe Sizing 
and Fitting—an Analysis of Practices and 
Trends (Miscellaneous Publication 469, U. S. 
Department of Agriculture), the greatest 
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share of present difficulties and waste in- 
volved in getting shoes that fit can be traced 
to the system of sizing now in use. On the 
basis of these data, the textiles and clothing 
division believes that there need to be actual 
measurements taken of the feet of a large 
representative sample of this country’s popu- 
lation before any more satisfactory shoe 
sizing system can be developed. These meas- 
urements would need to be taken by ac- 
curate instruments handled by trained meas- 
urers. They would need to show foot curves 
as well as length and width. 

Marketing lists and master patterns for 
meals that measure up to the new national 
yardstick for good nutrition are being pre- 
pared by the Bureau of Home Economics for 
low, moderate, and generous food budgets. 
Adopted by 900 nutrition leaders from over 
the country at the First National Nutrition 
Conference for Defense held in Washington 
in May, 1941, the yardstick sets a new high 
goal for national diet. The yardstick itself 
had to be expressed in technical terms—al- 
lowances for protein, calcium, iron, and the 
6 best known vitamins in terms of grams, 
milligrams, or International vitamin units. 
To make the yardstick usable to all, the 
Bureau of Home Economics is translating 
these allowances into common foods and 
common food groups in master diet plans, 
weekly marketing lists and daily meals. 

How the civilian supply and price situa- 
tion of this year and next probably will affect 
the life of the farm family is estimated in 
Farm Family Living, the Situation, Fall, 1941. 
Although it was prepared especially for the 
annual State and National Farm Outlook 
meeting of Extension Services, a limited 
number of copies of this mimeographed pub- 
lication are available from the Economics 
Division, Bureau of Home Economics. 


The Curtis Publishing Company 


Where People Buy is a recent publication 
prepared by the Division of Commercial Re- 
search. This book is a market analysis based 
on the 1940 Business Census and includes a 
valuable statistical summary of Census data. 
The book is divided into four parts, namely: 
Retail Trade, Independents and Chains, 


Service Establishments and Wholesale Trade. 
At the University of Chicago one study is 
underway: 


Hapary, Josepu. 4 Study of the Degree of 
Uniformity between Ratings of Two Con- 
sumer Goods Testing Organizations. This 
analysis, begun in the spring 1941, will 
be completed during the current school 
year. The author is attempting to deter- 
mine uniform standards for consumers 
goods through a thorough investigation of 
the opinions of two testing organizations 
about the same products for the years 
1936 to 1940. 

This study is the second one of this 
nature done recently at the University. 
The first was 4 Study of Some Certification 
Plans Dealing with Ultimate Consumer 
Goods, by Lincoln H. Clark, 1938. 


The University of Arizona School of Busi- 
ness and Public Administration has released 
a report prepared under the direction of 
Professor E. G. Wood on How the Average 
Student Lives and Spends His Money at the 
University of Arizona. 


INCREASING Prorits IN Foop Srores By 
MEETING ConsuUMER PREFERENCES. Chi- 
cago, A. C. Nielsen Company, 1941. 62 pp. 


The third, and the most comprehensive, 
of Nielsen’s studies of consumers’ shopping 
habits and preferences. Whereas, the first, 
on drugs, covered California, and the second 
surveyed certain eastern states, the present 
study is based on seven central states running 
from Ohio westward to Minnesota. Forty 
charts picture the various findings. The most 
important of these centered on the following 
questions: How great is consumer interest in 
food store advertising? How do consumers 
react to various types of promotions? How 
far does the average housewife travel to 
purchase food? Where does the average 
family buy food? How long does the average 
family continue to use a store? How do 
costumers react to special sales? What fac- 
tors are important when purchasing groceries, 
produce and meat? What do women do when 
the store is out of stock of the desired size of 
a specific brand or out of stock of the brand 
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entirely? Why do women start—continue— 
complain—stop—using stores? How often 
are stores visited by regular customers? 

The investigation is based on a carefully 
constructed sample for the entire area, ex- 
cluding places of 2500 and less population. 
The material was first presented at the con- 
vention of the Super Market Institute last 
September, and part of it appears in the 
October and November issues of Super 
Market Merchandising 

The end of the booklet contains a brief 
description of the Nielsen Index and its 
operation. 


HANDBOOK FOR CONSUMER REPRESENTA- 
TIVES OF STATE AND Locat DEFENSE 
CounciLs or Loca, ConsuMER INTEREST 
Committees. Washington, Consumer Di- 
vision, Office of Price Administration and 
Office of Civilian Defense, Bulletin No. 12, 
June, 1941, 27 pp. (Published by Office for 
Emergency Management.) 


While this booklet has been prepared as a 
handbook for consumer representatives, its 
outline of the organization of consumer di- 
visions of state and local defense councils, 
of suggested programs for consumer protec- 
tion, of organization and functions of fair 
rent committees, of cooperation with Re- 
gional Federal Advisory Councils, and of the 
field services of the Consumer Division and 
the Rent Section of OPA, gives the reader a 
unified and clear prospective of the main out- 
lines of federally-sponsored, local consumer 
activities. 


A Report ON THE ACTIVITIES OF SAFEWAY 
Srores, Inc. In THE NATIONAL NUTRITION 
Procram. Safeway Stores, Inc. 


Safeway, perhaps the most sensitive to 
public opinion of all the large retail food 
chains has seized the opportunity of cooper- 
ating with the National Nutrition Council’s 
program of building a healthier nation 
through improved nutrition. A correspond- 
ence course on nutrition has been prepared 
by the Safeway Homemaker’s Bureau. For 
25 cents housewives can enroll for the ten 
weekly lessons. The course is being promoted 


by newspaper advertising and store display 
signs. The chain is also distributing a sepa- 
rate monthly educational bulletin service on 
nutrition for store customers. The whole 
movement has been explained to its 20,000 
employees through its house organ, Uno 
Animo. The pamphlet contains illustrations 
of specimens from various parts of the plan. 


A Srupy or Certain Arrirupes or WoMEN 
TowarpD CanNneD Fruits AnD VEGE- 
TABLES. Report to the National Canners 
Association by Elmo Roper. June, 1941. 
16 pp. 

“The study reported here was made to 
inquire into the attitudes of a nationwide 
sample of 7,500 women 18 years of age or 
over toward canned fruits and vegetables. 
Interviews were distributed among the 
several economic levels, geographic regions, 
and city, village and rural areas in the proper 
proportions. All interviews were made per- 
sonally by our (Roper’s)! staff. 

“Opinions of these women were obtained 
on the prices, on the adequacy of label in- 
formation, on the amount of difficulty they 
experienced in selecting desired quality, on 
the extent of misrepresentation of quality, 
and on the factors they considered important 
in determining the quality of canned fruits 
and vegetables. 

“A series of questions was also included to 
inquire into these women’s receptivity to and 
active desire for grade labeling.” 

The investigation finds that “‘a great ma- 
jority of the public is satisfied with its ex- 
periences with canned foods; but there are 
enough instances of unsatisfactory quality 
to indicate the need for continued vigilance 
in the industry.” Prices are “not regarded at 
all as being unreasonable.”’ Most people now 
buy canned foods by brand and have no 
difficulty of picking the quality they want. 
Very little active demand for grade labeling 
was shown, although more than half were 
receptive to the idea when the subject was 
introduced specifically to them. There is 
much confusion as to what grade labels 
might mean and “such a divergence of 


1 Parenthesis is the reviewer’s. 
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opinion as to what are the most important 
factors of, or ingredients of, quality that any 
attempt at grade labeling would be almost 
sure to run the risk of creating a great deal 
of confusion among consumers. ”” 


CanneD Foop Lasets TuHat Meet Con- 
SUMER NEeEDs, by H. Payne, Washington: 
National Canners Association, November, 
1941, 33 pp. 


Labeling of most, if not all, consumer 
goods, excepting canned goods, deals with 
“service factors” examples of which are the 

desirability of fabrics, the safety of electrical 
appliances, the warmth of blankets. For 
canned goods the service factors are “‘sanita- 
tion, wholesomeness, food value, and nutri- 
tive content.” But labels on canned goods do 
not deal with these, as they are settled and 
fixed by nature, by modern scientific canning 
processes, and by law, and no substzntial 
variation of the food values of any two cans 
of the same fruit or vegetable used in a gen- 
eral diet exists. Hence, canned food labels 
deal with “‘personal gratification”’ or “special 
use” factors. These are “the characteristics 
which suit it (the food) to a special use or 
which gratify our own individual senses— 
sight, smell, taste, and which can be meas- 
ured only by individual approval.” This 
forms the distinctive point of departure for 
exploring once more the oft-surveyed terrain 
embraced by the grade-versus-descriptive- 
labeling controversy. The appendix contains 
the Food and Drug Administration’s and the 
Agricultural Marketing Service’s Standards 
for canned peas. 


Pusiic Opinion Pott on CERTAIN PHASES 
OF ADVERTISING, DisTRIBUTION AND THE 
CONSUMER Movement 1940-1939. New 
York, a Research Foundation, 
1941, 31 pp. $2.50. 

The poll covers approximately the same 
ground for the year 1940 as its predecessor 
did for 1939. A master chart compares the 
principal affirmative result for the two years 
for questions calling for “yes” or ‘“‘no” re- 
sponses. The supplemental information de- 
manded by some questions is analyzed in 


subsequent pages of the report, comparison 
between 1939 and 1940 being continued. The 
1940 data, covering the general public (which 
group is separated from teachers throughout 
the study), is then broken down on the basis 
of income, population, sex, age, and con- 
sumer organization members. The appendix 
takes up differences in the questionnaires 
used in each year. There has been little 
change in the basic pattern of the results 
from 1939 to 1940, although certain indi- 
vidual questions show significant variations. 


SurvEY OF PurcHASING Power, Sales Man- 
agement Magazine, April, 1941. 


This is the 1941 edition of the well-known 
series of purchasing-power surveys. These 
estimates of buying power are built upon the 
187 retail trading areas set out by B. B. D. & 
O., based largely upon county divisions. They 
take into account such important items as 
income tax returns, wages, interest pay- 
ments, and all other items of income that are 
available on a comparable basis for the vari- 
ous districts. Perhaps this compilation fur- 
nishes as good a comparison of purchasing 
power among the many districts, and from 
one year to another, as is available on a 
continuing basis. It is useful to anyone who 
has occasion to want estimates of the dif- 
ferences between any of the market areas. 


4. COOPERATION: 


Sa.es Po.icies or COOPERATIVE CANNERIES 
IN THE Unirep Srartes, Preliminary Re- 
port, by H. C. Hensley. Washington, Farm 
Credit Administration, Misc. Report No. 
37, August, 1941, 36 pp. 

This preliminary report on the marketing 
policies of cooperative canneries covers 37 of 
the 100 concerns in the United States. Sales 
planning, distribution policies, pricing poli- 
cies, selling policies, brands, advertising, and 
sales promotion policies have been studied at 
first hand and recorded here. Two types of 
trading areas that have received only minor 
consideration in marketing literature are 
given some attention in this study, namely, 
the whole area of the producer’s market or 
what might be termed the “primary” trading 
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area, and broker trading areas, which are 
frequently larger than the wholesale trading 
areas for groceries. Several of the cooperative 
canneries were found to use a follow-the- 
leader price policy. The tendency for this 
type of canner to promote his own brands is 
growing. 


AGRICULTURAL CooPERATION AND NATIONAL 
LecisLation. Washington, Farm Credit 
Administration, 1940. 


This 23-page, one-column booklet sum- 
marizes the federal laws that affect agricul- 
tural cooperatives. The discussion is divided 
into four parts: legal recognition and status, 
exemptions, special credit services, and re- 
search and educational assistance. 


5. Costs or MARKETING: 


Report on Case Stupies IN DistRIBUTION 
Cost AccounTING FOR MANUFACTURING 
AND WHOLESALING. Washington, Federal 
Trade Commission, 77th Congress, Ist. 
Session, House Document No. 287, 1941, 
215 pp. 


The material for this study was drawn 
from 137 business concerns and from the 
files which the Commission had accumulated 
in the administration of the Robinson-Pat- 
man Act. The report is essentially a collec- 
tion of the bases employed for allocating dis- 
tribution cost to various units such as 
products, customers, inventories, etc. As 
would be expected it shows a wide variation 
in the degree to which costing is carried and 
in the bases for allocation that are employed. 
Critical comment on such bases is offered 
throughout the report, but no criticism of the 
adequacy of individual cost systems, which 
one would expect in a “‘case study,” is given 
for the reason that the body of the text is or- 
ganized purely upon a functional basis. 

Five appendices account for half of the re- 
port. They present the accounting methods 
and procedures of The Dominion Manufac- 
turing Company and The American Writing 
Paper Corporation, two uniform cost ac- 
counting manuals, and Standard Brands’ 
analysis of certain of its distribution costs. 

The Commission concludes that greater 


uniformity, especially in guiding principles, 
account classification, procedures, and forms, 
“within a single industry than now exists 
would seem possible and desirable. . . . Even 
for industry as a whole there is room in a 
broad way for such standardization of forms, 
procedures, and accounting terminology 

... So the Commission recommends fur- 
ther study of the subject and points to its 
wholesale drug conference of 1940 as one 
promising avenue. 


“To Find The Cost of Selling—Analysis of 
the Distribution Costs by Function” by 
Lewis E. Rossiter, Dun’s Review, Septem- 
ber 1941, pp. 16—24. 


This article suggests a method by which 
cost accountants may determine the profit- 
ability of sales within territories, by specific 
products, by method of sale, and by classes 
of customers. (Each of these four bases of 
classification is referred to as the “‘distribu- 
tion factor.””) The method proposed is the 
unit functional cost method and it involves 
“charging each distribution factor with the 
cost of the number of units of each distribu- 
tion function required to serve it.” The six 
steps involved in the application of the 
method are discussed at length and apply to 
a hypothetical case. 


Expenses 1N Rerait Businesses. Dayton, 
Merchants Service, The National Cash 
Register Company, 1941, 39 pp. 


OPERATING EXPENSES OF 125 Foop Srores. 
New York, The Progressive Grocer, 1941, 
46 pp. $0 cents. 


These booklets cover the same ground as 
recent volumes, bringing the figures up to 
date. © 


7. DEFENSE—AND MarkKeETING Po icy: 


Under the editorship of Professor George 
Steiner members of the faculty of Jndiana 
University and others are preparing a sym- 
posium The Economic Problems of the War 
Economy which will be completed early in 
1942. Sections of this symposium of particu- 
lar interest to marketing men will deal with 
commodity price control, the position of the 














THE FOURNAL OF MARKETING 





303 





consumer, the general impact of the war 
economy on distribution prices, and the 
strategy of raw materials. The symposium 
will also include a section dealing with the 
war economies of Great Britain and Ger- 
many. 


Errects OF THE DEFENSE PROGRAM ON 
Prices, Waces AND Prorits, by M. 
Jacobstein and H. G. Moulton. Washing- 
ton, Brookings Institution, Pamphlet No. 
29, September 30, 1941, 43 pp. 25 cents. 


The authors find that all three broad 
classes of the population gained appreciably 
as a result of the Defense Program: labor, 
largely by fuller employment; farmers, by 
means of rising farm prices; and business- 
men, who benefited, at least insofar as they 
were manufacturers, wholly by increased vol- 
ume rather than profiteering. The 21 per cent 
rise in wholesale prices was found to be 
caused primarily by the great rise in prices of 
farm products and increasing labor costs. 
The former, in turn, results principally from 
the government’s farm program and not the 
underlying supply and demand situation. 
The latter “is explained by three main fac- 
tors: (1) limited supplies of skilled labor es- 
pecially in certain industries and regions; (2) 
effective collective bargaining with support of 
the government; and (3) increases in costs of 
food and clothing which result in demands 
for compensating wage advances.” 

The country is now at the stage of vicious 
price spiraling, and “the Administration’s 
price control bill does not reach to the heart 
of the present inflation process.” At this 
juncture what is most needed to arrest the 
general rise in prices is a reduction of prices 
in key agricultural products. Second, wage 
rates must be controlled if further price ad- 
vances are to be checked. 


“Wartime Finance, Price Control, and In- 
dustrial Mobilization,” by Charles O. 
Hardy, Fournal of Business of the Univer- 
sity of Chicago, July, 1941, pp. 222-234. 
This article is of interest to marketing stu- 

dents largely because of its comments on the 

relationship of price control and the rationing 


of consumer goods. Mr. Hardy believes that 
both of these controls are desirable during 
wartime for what he calls necessities. On the 
other hand, for goods which fall in the luxury 
class, he feels that “there is no more reason 
in wartime than in peacetime to interfere 
with the allocation that results from high 
prices for a curtailed supply.”” Even for con- 
sumer durable goods, which he considers to 
be semiluxuries, the case for price control is 
much weaker than it is for necessities, es- 
pecially since these items last a considerable 
period of time so that there may be a sub- 
stantial curtailment of purchases without too 
great hardship for the public. 


“Rationing in the U.S.S.R.,” by E. M. Chos- 
sudowsky, The Review of Economic Studies, 
June 1941, Pages 143-165. 


Mr. Chossudowsky has given us what is 
apparently an excellent description and 
analysis of the rationing of consumers’ goods 
in the U.S.S.R. from 1928 to 1935. His article 
is of considerable importance for readers at 
the present time, since it should enable us, in 
whatever rationing plans we develop, to 
avoid certain weaknesses which appeared in 
Soviet rationing. Of special interest are his 
comments on the tendency of the rationing 
mechanism to increase marketing costs. The 
article also gives a brief picture of the retail 
organization in the Soviet. 


“British War-Time Price Control,” 
Backman, Dun’s Review, August 1941; 
“Price Fixing Delusion,”’ by Jules Back- 
man, Trusts and Estates, August 1941. 


by Jules 


The first of these articles is limited largely 
to a description, rather than to an analysis, 
of England’s efforts at controlling prices dur- 
ing the present war. It discusses the actual 
price control measures as well as the various 
agencies of control. Of a special interest is 
the section discussing price control at the 
retail level. Some attention is also given to 
the rationing system for consumer goods. In 
spite of price control activities, prices in Eng- 
land have increased substantially since the 
outbreak of the war, although the increase 
has been somewhat less than that which oc- 
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curred during the same period in World 
War I. It is the author’s opinion that further 
sharp price rises can be averted only if the 
government takes away a substantial part of 
the rising purchasing power through taxa- 
tion, the sale of securities to the public, or 
some plan of forced borrowing. This same 
point of view is maintained in “Price Fixing 
Delusion.” Although he feels that “there is a 
definite role to be played by selective price 
fixing in war time,” the author goes on to 
say that ‘“‘to prevent general price rises reli- 
ance must be placed upon fiscal control 
rather than price control.” 


“British Wartime Control of Aluminum,” by 
Jules Backman and Leo Fishman, The 
Quarterly Fournal of Economics, November 
1941, Pages 18-48. 


Among the many industries which have 
been subjected to detailed wartime control 
by the British Goverment is the aluminum 
industry. This article summarizes each of the 
various piecemeal regulations which, to- 
gether, now form a “comprehensive and a 
rather well integrated control system” for 
this industry. The authors say it was un- 
fortunate that England did not evolve more 
rapidly to its present system of detailed con- 
trol, especially since the gradual imposition 
of control allowed the dissipation of inven- 
tories. There is also a description of the or- 
ganization which has been erected to admin- 
ister the control. A section devoted to the 
study of price movements of aluminum under 
wartime control concludes that the price of 
aluminum, while substantially above the pre- 
war level, is still below what it would have 
been in the absence of control. Finally, the 
exercise of control over the supply of alumi- 
num has “curtailed civilian uses, stimulated 
increased supplies of scrap metal, and stimu- 
lated increased producing capacity at home 
and in Canada.” 


Agricultural Marketing Service 


Defense Surveys. Under the present emer- 
gency, the Department of Agriculture has 
given attention to projects that have a direct 
relation to defense activities, especially the 
“Food for Freedom” program, 


One of these has been a survey of the 
machinery requirements and capacity of the 
commercial canning industry for the United 
States and its possessions. Questionnaires 
were sent to more than 2,200 commercial 
canning establishments to obtain informa- 
tion on (1) the present and potential capac- 
ity of the commercial canning industry (ex- 
cluding milk and milk products), and (2) the 
machinery, equipment and repairs needed by 
the industry in 1942 to maintain or increase 
canning capacity. Each canner was asked to 
report his total pack in 1941 separately for 
all major products and to estimate how much 
more of the commodities could be packed in 
1942. In addition, the canners were asked to 
list the new machines, equipment and re- 
pairs necessary to maintain in 1942 the lines 
handled in 1941; also any new factories or 
lines of machinery contemplated in 1942, and 
the probable increase in pack possible with 
the new installations. This survey is the first 
attempt by any agency to obtain compre- 
hensive information on the existing capacity 
of the commercial canning industry. 

A second survey has been conducted by 
the Department in connection with the need 
for a large expansion in output of dairy prod- 
ucts, especially cheese, evaporated milk, and 
dry skim milk for human consumption. To 
determine whether or not plant facilities for 
supplying these products are adequate and 
to ascertain the equipment needs under this 
program, the Agricultural Marketing Service 
in cooperation with the Surplus Marketing 
Administration has made a survey of dairy 
product plants. 

All plants manufacturing these products 
in 1940 were asked to report on potential 
capacity, and were requested to furnish data 
on this year’s June production—since June 
is the high month of the season—to deter- 
mine present operating ratios. The question- 
naires also asked for information on the num- 
ber and size of equipment items installed in 
the past year, probable replacement equip- 
ment needed in the coming year, and addi- 
tional equipment required to increase maxi- 
mum capacity by 25 per cent. 

This survey, in addition to building up 
totals for the industry as a whole, is expected 
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to provide a means for answering the ques- 
tion whether additional plant facilities are 
actually needed to obtain increased produc- 
tion of these products, and, if so, where such 
facilities should be located. It also will fur- 
nish a basis for determining allocation of 
metals to supply equipment needs of the in- 
dustry. 


Bureau of Foreign & Domestic Commerce 


Effects of the war on the marketing sys- 
tem in Great Britain are described in a report 
completed in December. The material cov- 
ered falls under four general headings: price 
control, control of supply, concentration, and 
merchandising operations. The fiscal and in- 
direct measures for control of the general 
price level are excluded from this study, but 
are analyzed in an article, by Dr. E. R. 
Hawkins, scheduled to appear in the Decem- 
ber issue of the Survey of Current Business. A 
subsequent issue of the Survey will contain a 
second article, on direct price controls, which 
will summarize some of the findings of the 
broader study. 


Bureau of Labor Statistics 


The Defense Housing Survey has been set 
up by the Bureau in cooperation with the 
Work Projects Administration to determine 
the additional housing facilities being pro- 
vided in defense areas. Field surveys of resi- 
dential construction will be conducted in 
some 140 areas designated by the Office of 
Defense Housing Coordination. For each 
area surveyed the number of dwelling units 
provided by new construction and by renova- 
tion and conversion, and the number of 
dwelling units demolished, will be deter- 
mined for each month since January,1940.The 
new dwelling units will be classified according 
to permit valuation, type of dwelling, and 
location within the defense area. As tabula- 
tions for an area are completed, a report will 
be issued, and monthly supplementary re- 
leases will keep the figures up to date. 

The Bureau is also conducting a study of 
the intercensal increase in housing as indi- 
cated by the 1940 Census of Housing. A pre- 
liminary article will contain for urban and 
rural nonfarm areas separately revised esti- 


mates of the volume of new construction, of 
converted structures, and of demolitions. 
The final report of this study to follow some- 
what later will present detailed breakdowns 
and analysis of the intercensal data and a 
discussion of the estimating techniques. 

In an attempt to measure unemployment 
due to the imposition of priorities on con- 
struction materials, the Bureau is estimating 
average monthly employment in the con- 
struction industry and industries dependent 
on construction for 1939, 1940, 1941, and is 
making forecasts for 1942. Separate esti- 
mates will be made for industries wholly 
dependent on construction and partially de- 
pendent on construction, in such a way as to 
indicate the industries and areas which are 
likely to be most seriously affected. The 
study is based upon the 1939 Census of Man- 
ufactures and the Bureau’s regular survey of 
employment trends. The estimates will be 
kept current. 

The third in a series of studies of estimated 
labor requirements for the shipbuilding in- 
dustry under the national defense program is 
being prepared by the Bureau. The current 
report covers all contracts awarded by the 
United States Government through Septem- 
ber 30, 1941, as well as all contracts awarded 
up to that time by the British Government 
for ships to be built in the United States. 
Future labor requirements for the construc- 
tion and repair of vessels in private and U. S. 
Navy shipyards have been estimated through 
November, 1942. 

A mimeographed release has been issued 
by the Bureau on indexes of factory employ- 
ment by metropolitan areas adjusted to the 
1939 Census levels. The indexes are shown 
by months from January, 1940, through Au- 
gust, 1941, and by years from 1938 through 
1940. 

A bulletin (No. 697) on average weekly 
hours, average hourly earnings and average 
weekly earnings in manufacturing and non- 
manufacturing industries is now in press. The 
data are given by years and by months from 
January 1932 through December 1940. 

A study of the utilization of plant facilities 
in selected defense industries under the na- 
tional defense program has recently been 








306 





THE FOURNAL OF MARKETING 





published by the Bureau. This study shows 
the increase in total man-hours worked per 
week, and the increase in multi-shift opera- 
tion in major defense industries between De- 
cember, 1940, and June, 1941, in 299 selected 
plants. Data are also given for June, 1941, on 
distribution of employment by shift, distri- 
bution of employees by size of plant, and 
employment and hours worked in 935 se- 
lected plants. 

The first of a series of quarterly reports on 
the employment outlook was prepared in 
October by the Bureau. The report, which 
was distributed to a selected list of State and 
Federal officials and national research agen- 
cies, summarizes and interprets available in- 
formation on factors affecting the labor mar- 
ket and the employment outlook. It is in- 
tended in subsequent issues to review the 
most important trends in labor market con- 
ditions during the current quarter and to in- 
dicate developments anticipated in the quar- 
ter ahead. The October issue deals with the 
influence of priority dislocations, the growth 
of defense production, the defense training 
program, and seasonal changes. 

The Congress has requested the Bureau to 
study the labor problems which will arise at 
the end of the defense emergency. Research 
will be divided into three main phases: a sta- 
tistical description of the economy as it op- 
erated in 1939 (the last full pre-defense year), 
to be presented primarily in terms of the oc- 
cupational and regional distribution of the 
labor force; an appraisal of the economy as it 
probably will be operating at the end of the 
war; and a visualization of an economic situ- 
ation which would provide full employment 
some years after the end of the war. A picture 
of the economic structure as it will be at the 
close of the defense effort is being built up on 
the basis of data on defense activity and pro- 
duction plans. The impact of the defense pro- 
gram on the current operation of various in- 
dustries and on the changing geographical 
distribution of the working forces is being 
carefully watched as an aid toward forecast- 
ing the situation as it will exist when the 
work of readjustment to peace begins. 

A detailed analysis of commodity prices 
during the first two years of the present war 


a 


was published in the November Monthly 
Labor Review. The movements in wholesale 
and retail commodity markets as a whole are 
analyzed, as wel as trends for major com- 
modity groups for the same period. Current 
trends are compared with those which oc- 
curred for a similar period of the first World 
War. The article also includes a discussion of 
the major economic factors at work during 
the two periods. 

At the request of the Shipbuilding Stabili- 
zation Board, the Bureau is to prepare cost 
of living indexes, as of June, 1942, for six 
Gulf Coast shipbuilding centers: Pascagoula, 
Miss., Port Arthur, Beaumont, Orange, and 
Galveston, Texas, and Tampa, Fla. The col- 
lection of prices as of June, 1941, has been 
completed. 

Estimates of changes in total living costs in 
Louisville, Ky. from October, 1939, to July, 
1941, have been prepared by the Bureau on 
the basis of surveys of rents and of the prices 
of food, fuel, electricity, and ice. Since the 
prices of other goods and services tend to fol- 
low similar trends throughout the country, it 
has been assumed that, except for the com- 
modities surveyed, prices in Louisville fol- 
lowed the average trend of the 34 large cities 
in which a complete list of commodities and 
services is priced. Changes in living costs in 
Louisville will be estimated quarterly on this 
basis. The Bureau plans to publish similar 
estimates of changes in living costs in a num- 
ber of cities for which costs of food, fuel, and 
rents are obtained. 

Washington, D.C., has been added to the 
cities for which retail food prices are col- 
lected semi-monthly and cost of living in- 
dexes prepared. Food price trends showing 
the per cent change over the semi-monthly 
period are now released for 18 foods in 19 
cities. 

Figures on changes in the prices of the 
more important articles of clothing and 
housefurnishings are now included in the 
Bureau’s monthly cost-of-living releases. 
These figures supplement the over-all cost- 
of-living series and the data on changes in the 
retail prices of foods and fuels. Percentual 
changes during the past year and since the 
beginning of the war are shown for some 
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dozen articles of men’s and women’s clothing 
and about six articles of housefurnishings. 

An index of waste and scrap material prices 
is published weekly by the Bureau. Separate 
indexes are computed for 44 materials com- 
bined; for four major groups, metals, textiles, 
paper and rubber; for two sub-groups under 
metals—iron and steel, and nonferrous; and 
for four sub-groups under textiles—cotton, 
wool, rayon and silk, and old burlap and 
cordage. The first release, issued in October, 
included data for each week since January 
1939- 

Surveys of selected millwork products of 
Douglas fir and western pine lumber prod- 
ucts are being made by the Bureau for the 
Office of Price Administration. The study 
will yield data on prices and related mar- 
ket information regarding the industries. 
Monthly price series extending from 1938 to 
the present are being computed for impor- 
tant types of fir doors and for ponderosa 
doors, windows, door-frames, and window 
frames. Data are also being gathered on the 
wholesale price movements since 1936 of pon- 
derosa pine, sugar pine, and Idaho western 
pine lumber. 

Studies of marketing conditions during the 
first World War are being continued. Re- 
ports on price movements and control meas- 
ures adopted are available for the following 
commodities: paper and paper products, re- 
frigerators, soap, and wool felt and felt prod- 
ucts. Studies have also been completed on 
the subjects: Priority control, the effective 
use of industrial capacity, importance of 
powers to license industry as an aid to price 
control, and a chronology of important mili- 
tary and economic events, June, 1939—De- 
cember, 1940. The current chronology will be 
brought up to data and made available for 
general distribution. 


Dun and Bradstreet, Incorporated 


Defense Statistics and Local Markets. The 
third in a series of studies relating national 
defense statistics to local marketing areas 
has been completed by the Research and Sta- 
tistical Division. This study—based on com- 
ments, observations and reports sent in by 
this organization’s nation-wide field force— 





covers more than 700 individual communi- 
ties, and is believed to include practically 
every community directly affected by the de- 
fense program. This report differs from the 
earlier studies in the series in that it is con- 
cerned with the adverse as well as the bene- 
ficial effects of the defense program on spe- 
cific communities. 

Survey of Retail Sales and Inventories. An- 
nual sales and year-end inventory figures 
are being gatherred from retailers in the four- 
teen states not now covered by the Census 
Bureau. Questionnaires have been sent to the 
approximately 490,000 retailers listed in the 
Dun & Bradstreet Reference Book for these 
states. The purpose of this survey is to show 
trends of sales and inventories, together with 
dollar estimates of 1941 sales and estimated 
inventory valuations at the beginning of 
1942, by trades and by states. The survey re- 
sults will be included in the Census Bureau’s 
summary of retail trade information, and it is 
believed that they may be of help to the 
Office of Production Management in allocat- 
ing the materials essential to retail trade and 
the consumer. 

Effects of the Defense Program on National 
Economy. An inquiry into some of the vital 
problems and questions arising from the de- 
fense program has been undertaken by the 
Research and Statistical Division. Question- 
naires have been mailed to some 560,000 
manufacturers and wholesalers listed in the 
Dun and Bradstreet Reference Book with a 
view to finding out what basic needs are 
being “‘squeezed”” by the defense program, 
how seriously shortages of materials or goods 
are affecting business, and what adjustments 
business men are making in their advertising, 
selling and personnel policies. The retailers 
covered in Survey of Retail Sales and Inven- 
tories (see preceding paragraph) have been 
invited to participate in this i inquiry by telling 
of their merchandise, operating equipment 
and supply shortages. 

Survey of Materials Consumption. A survey 
of the greeting card industry covering the 
size of the industry, number of retail outlets, 
annual payroll, employment, purchases, 


number of cards produced, taxes paid, and 
quantity of paper used, has recently been 
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completed. In the case of a possible paper 
shortage and the possibilities of rationing and 
restrictions, the Greeting Card Industry 
Committee sponsored this survey primarily 
for the purpose of providing manufacturers 
and publishers with statistical data that 
might be useful in presenting their case for 
continuance of paper supplies before the 
Office of Production Management. 


8. ForEIGN TRADE: 


“Our Trade to South America,” by Charles 
A. Bliss, Harvard Business Review, Au- 
tumn 1941, pp. 107-115. 


This “survey of the character of our trade 
to the South,” will be of special interest to 
marketing men who are teaching foreign 
trade. Trends in our South American Trade 
are shown for the past several years by prod- 
ucts and by countries. The recent abnormal 
upsurge and reallocations in this trade are 
not likely to continue due to difficulties of 
international payments, nor will non-agricul- 
tural goods constitute 95% of our shipments 
and agricultural produce 75% of our pur- 
chases. The continuation of the world strug- 
gle will further disrupt old trade channels 
and encourage the industrialization of these 
countries. 

At the University of Chicago the following 
study is underway: 


Van Srockx, Marvin M. German Methods in 
International Trade and the Structure of 
American Foreign Commerce. This doctoral 
dissertation has been in progress for a year 
and will be a timely study whem com- 
pleted. The author discusses the changes in 
the international exchange of goods which 
German economists say Germany will 
make if she wins the war. A fundamental 
step is the abandonment of gold as the 
common denominator of value to be fol- 
lowed by the international exchange of 
goods on “‘barter’’ bases. This thesis has a 
two-fold objective: to analyze the organi- 
zation and workability of the German sys- 
tem, and to discuss ways in which the 
United States can combat the German or- 
ganizational devices for foreign trading if 
Germany wins the war. 


g. GENERAL Market Srartisrtics: 


Bureau of the Census 


One of the largest of this bureau’s defense 
projects is the tabulation of information 
contained on the preference rating certifi- 
cates. To analyze these data properly it has 
been necessary to extend and revise existing 
product tabulation codes. A new code, based 
on much more extensive information than 
has been available heretofore, is a permanent 
addition to statistical classification. 

Surveys have also been made of public 
warehousing facilities, stocks of scarce metals 
in the hands of manufacturers and whole- 
salers, chemical products, Chinese bristles 
and plywood. 

Analytical Studies. Proposals for critical 
and interpretive studies as part of the Six- 
teenth Decennial Census program have re- 
cently been given extensive consideration. In 
the course of evaluating this program more 
than one hundred technicians in many fields, 
including marketing, were consulted. A 
strong demand was expressed by consumers 
of Census data for the Bureau to accept the 
responsibility for evaluating and interpreting 
more completely the basic data that it col- 
lects. The Census expects to accept this obli- 
gation to the extent possible within budg- 
etary limitations. 

Current Business Statistics. In order to 
make monthly retail data available at an ear- 
lier date the Bureau is now issuing a new pre- 
liminary report about the 15th of the month 
following that covered by the inquiry. It is 
based on about 70% of the number of cooper- 
ators submitting their data for the final tabu- 
lation. Thirty-four States and six large cities 
are covered. Reports by kind of business are 
issued for each area and in greater detail for 
all of the areas combined. 

An annual inventory survey of retailers in 
the 34 States will be made this January, with 
the report due to be issued in February. This 
will be the fourth consecutive year-end in- 
ventory survey conducted by the Depart- 
ment of Commerce. Cooperative arrange- 
ments have been completed with Dun and 
Bradstreet, Inc., whereby a similar survey 


will be conducted by them in the remaining 
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14 States and in the District of Columbia, 
thus providing coverage for the entire United 
States. 

Sixteenth Census Reports. Among the vari- 
ous reports of the Sixteenth Decennial Cen- 
sus which already are or soon will be avail- 
able, several series are called to the particular 
attention of members of the American Mar- 
keting Association at this time. 

Population and housing characteristics are 
shown by counties, by incorporated places, 
townships, and other minor civil divisions 
within counties and for metropolitan areas in 
the second series population bulletins and in 
the first series housing bulletins. These bulle- 
tins are being issued State by State as rapidly 
as the tabulations are completed. 

Included in the population bulletins are 
such basic population characteristics as sex, 
age, color or race, nativity, farm residence, 
citizenship, country of birth, school attend- 
ance, last year of school completed, employ- 
ment status, class of worker, occupation, and 
industry. The characteristics presented in the 
housing bulletins include the number of 
residential structures; the number of dwell- 
ing units classified according to occupancy 
and tenure, year built, color or race of occu- 
pants, number of persons per room, state of 
repair, and plumbing equipment; the average 
monthly rent or rental value of all dwelling 
units; and the mortgage status of owner-oc- 
cupied dwelling units. 

The housing data will be presented by 
blocks for cities having 50,000 or more in- 
habitants in 1930. The block data will be 
issued in reports supplementary to the first 
series housing bulletins. An identification 
map of each city will be included with each of 
the 191 reports. 

More detailed treatment of the above sub- 
jects and statistics on other subjects covered 
by the Decennial Census of Population will 
be presented in later publications for larger 
areas. 

Thirteen reports on commodity sales for 
various kinds of retail business present data 
compiled from 1939 Census of Business 
schedules. Since the reports are limited to re- 
tail establishments from whom commodity 
information could be obtained, the coverage 


of the data varies according to the kind of 
business. A good response was received, how- 
ever, and it is felt that the coverage is ade- 
quate for useful interpretation. 


NEMA Sratistics. New York, National 
Electrical Manufactures Association, 1940, 
34 Ppp. 50 cents. 


This publication presents, in the form of 
Statistical Committee Reports of a so-called 
“Electrical Product Section,” the inaugura- 
tion and expansion of a statistical program. 
The narrative is hypothetical; but the opin- 
ions expressed and the action taken have 
been extracted from the records of actual oc- 
currences in one or another of the many divi- 
sions of NEMA. Forms are included, as well 
as a statement of the association’s policy on 
statistics. 

The Division of Research and Statistics of 
the Bureau of Foreign and Domestic Com- 
merce is now publishing a monthly index of 
retail sales. Historical data from January, 
1935, to August, 1941, appear in the Survey 
of Current Business for October, 1941, and 
are carried forward monthly in this publica- 
tion. Also a press release is issued about the 
28th of each month for the preceding month. 
Estimates were built up for ten kind-of-busi- 
ness groups and adjusted to census totals in 
both 1935 and 1939. Work is now in progress 
on monthly estimates of consumer expendi- 
tures for services. This series will be com- 
bined with retail sales to consumers to obtain 
an index of total consumer expenditures. 


10. GOVERNMENT REGULATION: 


Orange Standards Amended. The Agri- 
cultural Marketing Service of the U. S. 
Department of Agriculture announced an 
amendment to the U. S. Standards for 
oranges, effective November 17. The amend- 
ment provides a standard of internal quality 
for oranges grown in Florida and Texas. 
Oranges from these States meeting the spe- 
cifications may be designated “A Quality 
Juice” oranges. 

The Federal standard is the result of re- 
search started 2 years ago at the request of 
the Citrus Commission and other interested 
groups in the Florida citrus industry for a 
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practical standard of internal quality. This 
work was done cooperatively by the Depart- 
ment’s Marketing Service and the Bureau of 
Plant Industry. Use of the grade is expected 
to encourage the shipment of oranges of in- 
ternal quality that will better satisfy the de- 
mands of consumers for acceptable quality 
fruit, especially during the early part of the 
marketing season. 


RuLes AND RecuLations UNDER THE WooL 
Propucts LaBe.ine Act or 1939. Wash- 
ington, Federal Trade Commission. 1941. 
27 pp- 

After conferences with numerous business 
concerns the Commission has promulgated 
its official rules and regulations, 35 in all, 
which became effective July 15, 1941. The 
pamphlet contains also a copy of the Act. 


Premium Law Procress, by C. W. Dunn. 
Reprint of an address delivered at the 
National Premium Exposition April 30, 
1941, 12 pages. 

The most interesting part of this address 
by Mr. Dunn, counsel for The Premium Ad- 
vertising Association of America, Inc., is his 
estimate of the effects of the “fair trade” and 
“unfair trade’ acts. He believes “they may 
be used to place important limitations” on 
merchandise gifts by dealers because: (a) 
fair trade acts have been successfully en- 
enforced against various gift plans, the possi- 
bilities of supplemental legislation aimed to 
protect the employment of redeemable de- 
vices in retailing price-fixed goods, and the 
possible use of the anti-evasion clause of 
these acts for anti-premium purposes; (b) 
unfair trade acts have also been successfully 
enforced against certain gift plans, some con- 
tain anti-evasion provisions, some define cost 
to include all dealer advertising thus em- 
bracing the cost of premiums, and many con- 
tain a special and express prohibition of any 
merchandise gift with an intent derogatory 
to competition. 


ALLEN Brap_Ley Company, Er At, Versus 
Loca, Union No. 3. INTERNATIONAL 
BROTHERHOOD OF ELECTRICAL WoRKERS, 
Er At., U.S. District Court, Southern Dis- 


trict of New York, Opinion of Special 
Master, Oct. 2, 1941. 


Copies of the opinion in this celebrated 
case where a labor union, in protecting the 
interests of its members, created a situation 
which practically cut off “outside” manufac- 
turers from the New York City market, can 
be had from the Managing Director of the 
National Electrical Manufacturers Associa- 
tion. The opinion upholds the power of a 
competent court to issue an injunction under 
the circumstances despite the Norris-La 
Guardia Act. 


REFERENDUM No. 75 ON THE REPORT OF THE 
DEPARTMENT COMMITTEE FOR DomeEsTICc 
DisTRIBUTION ON PriceE-ContTrROL LEcIs- 
LATION. Washington, Chamber of Com- 
merce of the United States of America, 
September 30, 1941, 23 pp. 


The Committee Report states that the Ad- 
ministration’s bill “is so sweeping, is so lack- 
ing in standards by which its administration 
can be judged, and has stated purposes so far 
beyond accomplishment through price con- 
trol, that it should be opposed.” It is pro- 
posed that substitute legislation (1) should 
provide that when government diminishes 
supplies needed for civilian purposes the 
prices of articles so affected should be con- 
trolled during the emergency, (2) should 
make provision for a standard of price such 
as could reasonably be expected to prevail 
under conditions existing at the time of inter- 
vention if the government intervention had 
not occurred; (3) should set up an adminis- 
trative body of five members appointed by 
the President and confirmed by the Senate; 
(4) should require this body always to con- 
sult a representative committee selected by 
the industry concerned; (5) should subject 
the necessary elements in the cost of living to 
the same controls as industrial materials and 
products; (6) should do the same for wage 
levels; and (7) should have a definite time 
limit, extension of which is reserved to itself 
by Congress. 

Arguments in the negative are placed in 
juxtaposition with the Committee’s recom- 
mendations. 
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12. MANUFACTURERS’ MARKETING © 7 Con- 
SUMER Goops: 


The Division of Commercial Research of 
The Curtis Publishing Co. has recently com- 
pleted an extensive study of grocery product 
merchandising. The study deals with the dis- 
tinction between retailer and manufacturer 
competition, and the resulting differences in 
the sales functions of the two types of or- 
ganization. Methods of coordinating their 
combined selling efforts are considered. The 
necessary background was obtained through 
extensive field work, detailed city-by-city 
analyses of grocery advertising and by con- 
tacting grocery merchandising experts all 
over the country. 


13. Market AREA STUDIES: 


“How Population Shifts Have Re-Shaped 
Markets,” by G. H. Spencer, Advertising 
and Selling, September, 1941. 


In the last decade the population of the 
United States has increased 7.2 per cent; but 
this increase has been very uneven as be- 
tween various sections of the country and as 
between urban and rural areas. As compared 
with the average increase of 7.2 per cent, the 
following experienced increases in excess of 
20 per cent: California, District of Columbia, 
Florida, Nevada, and New Mexico. Whereas 
the rural farm population of 30,000,000 re- 
mained static from 1930 to 1940, there was a 
9,000,000 increase in rural non-farm and ur- 
ban population. Rural non-farm population 
alone increased 14.5 per cent. 

Whereas the population of cities in the 
“100,000 and over”’ class decreased relative 
to the total population, total urban popula- 
tion increased its relative position. Stating 
this another way, the medium-sized and 
smaller cities are becoming an increasingly 
important factor in our population. 

It is worth emphasizing again that al- 
though the populations of the central city 
areas in some cities have decreased, the me- 
tropolitan areas (including suburbs) have in- 
creased. For example, the central population 
in Philadelphia showed a decrease of 1 per 
cent, but, as the result of an increase of 6.9 
per cent in the population of its suburbs, the 





total metropolitan area increased by 2 per 
cent. 


TRENDS IN Retail, TRADE AND CONSUMER 
Buyinc Hasirs 1n THE METROPOLITAN 
Boston Rerait Area, Boston, Bureau of 
Business Research, Boston University, 
1941, 17 pp. 

This study was quite thoroughly explained 
by Professor Doherty in the April, 1941, issue 
of THE JOURNAL OF MARKETING. The mono- 
graph’s chief value lies in its statistical ap- 
pendix presenting tables on annual sales vol- 
ume, per capita sales, and per capita sales 
relative to median, for all 49 cities and towns 
by commodities; and charts on per capita 
sales relative to the median for total retail 
sales, and for general merchandise and wear- 
ing apparel sales. 


“Retail Trade in Minnesota,”’ 1929-1939 by 
Roland S. V aile, Financial and Investment 
Review, University of Minnesota, August, 
1941, pp. 1-3. 

Census data for Minnesota are discussed 
under these main headings: Trends in total 
retail sales; Changes in efficiency of retailing; 
Changes in relative importance of retailing 
centers in communities of various sizes. 

At the University of Chicago two area 
studies are under way: 


BonuaM, Harry D. An Analysis of the Sour- 
ces of Supply for Birmingham, Alabama, of 
Certain Manufactured Consumers Goods. 
This Ph.D. thesis was begun this year and 
probably will be in progress for some time. 


Dizmana, Oscar K. 4 Regional Study of the 
Spokane Market. Ph.D. thesis. Another 
new study that was begun summer, 1941 
and which will require a year or two for the 
collection of data and presentation of find- 
ings. 


14. MARKETING THEORY: 


“International Trade under Imperfect Com- 
petition,” by Gertrud Lovasy, Quarterly 
Fournal of Economics, August 1941. 


The author of this article stresses the point 
that, whereas the production of a commodity 
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under decreasing cost conditions tends to 
stimulate international trade, lack of com- 
plete substitutability of products works in 
the opposite direction. Three types of prod- 
uct differentiation are mentioned: Those 
arising out of (1) differences in the products 
themselves, (2) differences in the location of 
producers, and (3) consumer inertia. Re- 
garding the first two types of product dif- 
ferentiation, the possibility is mentioned that 
regardless of cost the mere fact that the 
products are different may cause a consumer 
preference for the foreign product and thus 
stimulate international trade. There is also 
a discussion of influencing demand through 
additional selling costs with the conclusion 
that international trade may be either stim- 
ulated or retarded by such a step. 


“Profit Maximization under Monopolistic 
Competition,” by Stephen Enke, 4meri- 
can Economic Review, June 1941. 


This article will be of interest, among 
others, to students of sales promotion and of 
pricing policy. It emphasizes the interrela- 
tionships of price, ovtput, the attributes of 
the product and selling effort under monopo- 
listic competitive conditions, and considers 
their joint determination. It points out that 
limitations on funds may keep some firms 
from pursuing every profit possibility until 
marginal costs and marginal receipts are 
equal, with the result that the marginal net 
return on working capital will vary among 
different employments. 


15. Prices: 
Chamber of Commerce of the United States 

A bulletin of interest to A.M.A. members 
is Fixed Prices for Agricultural Commodities. 


Mertxop or Computinc Parity Prices FoR 
Farm Propucts. Washington, United 
States Department of Agriculture, Revised 
September, 1941. 


A helpful, 3-page mimeograph release giv- 
ing base periods, formulae for calculating 
parity prices, and the use of index numbers of 
seasonal variations in prices. Base period 
average prices and current monthly parity 


prices for important farm products are pub- 
lished monthly in the Midmonth Local Mar- 
ket Price Report of the Agricultural Market- 
ing ervice. 

At the University of Chicago a study is un- 
der way: 


Revzan, Davip A. The Wholesale Price 
Structure for Oranges with Special Refer- 
ences to the Chicago Auction Market. This 
doctoral dissertation will be completed 
during 1942. It is a descriptive and analyt- 
ical study of the factors which determine 
the price structure for a particular com- 
modity. Due to the extent of research of 
the wholesale fruit market that the author 
has done, he is especially qualified for this 
analysis. 


16. RETAILING: 


Research projects in retailing are under 
way at several universities : 


University of Chicago 


Jeuck, Joun E. Department Store Personnel 
and the Labor Market. The study as planned 
involves a case study of the labor market 
organization for department store person- 
nel, and will include a description of 
agencies, an attempt to analyze the deter- 
minants of the market price for such labor 
and a critical evaluation of the present 
set-up with a view to developing a more 
efficient market. Because of the extent of 
its subject matter and data, it will not be 
completed before 1943. 


Scuuttz, Ricnarp D. Simple Statistical 
Methods as a Means of Analyzing Depart- 
ment Store Accounting Records. This study 
will probably be completed during this 
school year, and should interest depart- 
ment store executives. 


University of Illinois 


In the College of Commerce T. Eugene 
Beattie is undertaking a research project on 
the Public Sentiment toward Chain Stores. For 
the Bureau of Economic and Business Re- 


search H. W. Huegy and R. V. Mitchell have 
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projects on Stock Control for Smaller Retailers 
and Studies of Retail Trade Areas. 


University of Wisconsin 


To present a needed analysis of the rela- 
tionship of the controller in a retail store to 
other functional managers, Eugene C. Ball- 
man is preparing a report entitled The Ac- 
countant in Retailing. 


University of Oregon 


N. H. Comish has completed his research 
project on merchandise exchanges and re- 
turns in Oregon stores. Data were gathered 
through personal interviews with 337 se- 
lected Oregon merchants and with 1135 se- 
lected consumers in Eugene, Albany and 
Salem, Oregon. The results are being pub- 
lished in a series of articles appearing in the 
Oregon Merchants’ Magazine, beginning with 
the October, 1941, issue and running through 
April, 1942. (Issues of the Oregon Merchants’ 
Magazine in which Dr. Comish’s articles ap- 
pear may be purchased at 15 cents a copy 
from the Oregon Merchants’ Magazine, 
Weatherly Building, Portland, Oregon.) 


McGraw-Hill Publishing Company 


Wholesaler’s Salesman for last September 
should be of particular interest to those fol- 
lowing retail marketing problems. The issue 
was almost entirely devoted to store lighting, 
opening with an appraisal of current trends 
in lamps and lighting by the editor, O. Fred 
Rost, and running through more than fifteen 
articles presenting answers to pertinent prob- 
lems. Special treatment is given to the use of 
fluorescent lighting problems and practices. 


Sareway Pouiciges. Nevada, Safeway Stores, 

Inc., January 1, 1941, 32 pp. 

Prepared as a quick reference guide of 
company policies for the use of store man- 
agers and other officials, it makes a valuable 
study of basic policy for teachers of market- 
ing. 

“It is Company policy to operate all stores 
under a strict cash and carry plan.” While 
the Company promotes a limited number of 
products under its own brand, it does not 


permit their substitution for competitive 
brands. No product will be used as a “‘loss 
leader” although competitive prices must be 
met. Direct deliveries to individual stores are 
prohibited except for highly perishable mer- 
chandise. “When a Farmer-Consumer cam- 
paign is launched on any product... it is 
imperative that nothing be left undone to 
make each campaign a complete success.” All 
sales are made on a money-back guarantee. 
The four cornerstones of pricing policy are: 
(1) “Give consumers the benefit of savings 
resulting from our way of doing business by 
pricing at the lowest point that will yield a 
reasonable profit;” (2) Meet the lowest price 
of every competitor item by item, day by day, 
town by town.... “No program of maxi- 
mum mark-up covering several towns or 
areas is ever to be adopted”’; (3) Observe both 
the letter and spirit of laws affecting price. 

“to follow a policy of live and let live’; 
(4) Maintain a 20 per cent mark-up over 
landed warehouse costs on all fresh fruits and 
vegetables except to meet a competitive 
price. “The policy of the Company in its 
dealings with labor organizations is to deal 
with the utmost fairness, keeping in mind the 
necessity of having contracts that are equit- 
able and which in all cases offer the Company 
competitive parity.”” Many other policies of 
equal importance are covered by the bulletin. 


17. TAXATION: 
Institute of Distribution 


The Institute has conducted several sur- 
veys with respect to the retailers’ excise tax 
provision of the Revenue Act of 1941 in order 
to assist its members to comply faithfully 
and effectively with the provisions of the new 
Federal law. Where sales taxes exist, for ex- 
ample, it became necessary to determine, 
speedily, whether states and municipalities 
intended to pyramid sales taxes over the fed- 
eral excise taxes on specified merchandise, or 
whether such state sales taxes would be im- 
posed on the base price of the item before the 
federal excise tax had been applied. 

Following a direct survey made by the In- 
stitute, it was found that on cosmetics, jew- 
elry, furs and related articles for which retail- 
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ers are also liable for a federal excise tax, 
sales taxes in Alabama, Arkansas, Colorado, 
Illinois, Iowa, Kansas, Michigan, Missis- 
sippi, Missouri, New Mexico, North Caro- 
lina, North Dakota, Ohio, Oklahoma, South 
Dakota, Washington, West Virginia, Wyo- 
ming, New Orleans, New York City, Hunt- 
ington, Bluefield and Charleston, West Vir- 
ginia, are based upon retail selling prices de- 
fore federal excise taxes are applied, where 
such federal excise taxes are charged to con- 
sumers as separate items. 

Sales tax payments by retailers are pred- 
icated upon the retailers’ selling prices plus 
the federal excise tax in Arizona, California, 
Indiana and in Utah. 

The huge mineral requirements of our Na- 
tional Defense program, meantime, have 
created serious metallic shortages affecting 
state token supplies. A study by the Institute 
found, for instance, that in Colorado, Okla- 
homa and Utah, plastics are now supple- 
menting or replacing the aluminum tokens 
formerly used in these states. Alabama and 
Arizona were found to be supplementing 
their aluminum tokens with zinc tokens. 
Mississippi, Missouri and New Mexico are 
vigorously campaigning to salvage sales tax 
tokens and to date have made no plans for 
substitute materials. Following experimenta- 
tion with fiber tax tokens, Washington has 
revalued its former aluminum tokens to con- 
form to the needs of its sales tax rise from 2 
per cent to 3 per cent. Since no tokens, under 
the law, may be used on sales of 30 cents or 
over, Washington’s supply of tokens on hand 
is expected to suffice its needs. 

A 1942 Calendar has just been completed 
by the Institute, in the form of 1184 cards, 
attractively bound. There is a card for each 
month. Thereon appears every date during 
that given month wherein federal or state 
tax payments are due and payable, together 
with other calendar data of interest to retail- 
ers. 


Tue Revenue Acr or 1941: AN ANALYSIS 
AND INTERPRETATION OF THE VARIOUS 
SECTIONS OF THE Act OF PARTICULAR IN- 
TEREST TO THE RETAILER. New York, Con- 
trollers’ Congress, N.R.D.G.A., September 


25, 1941, §2 pp. $1.00 (Loose-leaf Mimeo). 


Prepared for the purpose of “‘enabling the 
retailer to answer for himself the most gen- 
eral questions” pertaining to the Act. The 
subject-matter is divided into eight sections: 
individual income taxes, corporation income 
taxes, excess profits taxes, capital stock and 
declared value excess-profits tax, estate and 
gift taxes, excise taxes: general, retail excise 
taxes, and miscellaneous. The section on re- 
tail excise taxes, including a question-and- 
answer bulletin (30 pages in all) should, be 
especially helpful to teachers of retailing. 


18. TRANSPORTATION: 


At the University of Texas Arthur D. Lewis 
has completed his master’s thesis, Some Eco- 
nomic Aspects of the Air Express Business. A 
master’s thesis on the need for and develop- 
ment of feeder airlines is in progress by Wil- 
liam J. Hudson and should be completed early 
In 1942. 


Tue Sr. Lawrence Survey, Parr III: Po- 
TENTIAL TRAFFIC ON THE St. LAWRENCE 
Seaway, by N. R. Danielian. United 
States Department of Commerce, 1941, 
342 pp- 

Although it is of primary interest to stu- 
dents of transportation, the study affords the 
marketing specialist an opportunity to see 
how an alternative transportation route may 
affect physical distribution and, to some ex- 
tent, market structure. Over four-fifths of its 
pages are devoted to 17 individual commodi- 
ties or commodity-groups. 


Bureau of Agricultural Economics 


Effectiveness of Shipping Industry. In order 
to measure the shipping industry’s effective- 
ness in supplying the United States with ade- 
quate supplies of important foreign commodi- 
ties, a study is being made by Hobart 5. 
Perry and Donald C. Leavens, of the Division 
of Marketing and Transportation Research. 
This includes tables and charts presenting 
available data on imports, stock piles, and 
consumption for these commodities. The 
charts show relative monthly or quarterly 
statistics for the period June, 1939, to July, 

















THE FOURNAL OF MARKETING 





315 





1941, based upon average monthly or quar- 
terly data for the 5-year period 1935 to 1939. 
Accompanying these tables and charts will be 
a background data sheet for each commodity 
showing sources, uses, substitutes, and role in 
national defense. Included in the analysis 
will be a discussion of the supply of ships 
available to transport imported commodities 
and the many factors peculiar to wartime 
conditions which affect the efficiency and 
operation of the merchant marine. This 
study is expected to be completed in the near 
future. 


Interstate Commerce Commission 


Last October the Bureau of Statistics of 
the Interstate Commerce Commission issued 
the first number of a monthly publication en- 
titled Monthly Comment on Transportation 
Statistics. This new release supersedes a pub- 
lication of a similar character which for the 
last twenty years has been prepared by the 
Bureau for confidential circulation within the 
Commission. 


19. WHOLESALING: 


At the University of Wisconsin a study of 
the Major Problems of Electrical Wholesaling, 
by Alan D. Neustadt, is designed to portray 
the current problems faced, indicate how 
they are being handled, and offer additional 
recommendations. 

Studies of va toe Market Facilities. A 
report by W. T. Calhoun of the Bureau of 
Agricultural tbe prepared in co- 
operation with L. H. Schweiter, University of 
Missouri Marketing Specialist, indicates that 
existing facilities in St. Louis are unable to 
handle efficiently the 30,000 carloads of fruits 
and vegetables required annually by the city 
and surrounding territory. The Third Street 
Wholesale Market, which now handles 80 
per cent of the total volume, was never de- 
signed as a market, it is stated. Stores of the 
usual mercantile type are located on busy 
streets, without railroad tracks for the direct 
receipt of supplies, without platforms for 
loading or unloading from trucks, and with- 
out adequate cold storage facilities or special 
protection for perishable foods. 

In view of the facts that the location and 


arrangement make improvement difficult 
and that the area may soon be required for 
other uses, construction of a new market in 
another location is believed to be the only 
feasible solution of the problem. 

In the opinion of Mr. Calhoun and Mr. 
Schweiter, the new market ought to have 
modern store units, with floors at truckbed 
height, with direct rail connections to un- 
loading platforms, and with provision for 
cold storage units. Further recommendations 
include: Additional offices for members of 
the industry who do not operate stores, a 
farmers’ and truckers’ market, team truck 
yards, streets at least 100 feet wide, parking 
areas for trucks, and perhaps an auction 
building. 

It is believed that requirements for such an 
undertaking would include about 35 acres of 
land, which might be acquired for about 
$500,000, and buildings and facilities costing 
about $1,500,000. 

The total cost of handling and selling the 
24,000 carloads of fruits and vegetables that 
move through the wholesale section of the 
present market—not including the farmers’ 
and truckers’ lots—is about $2,480,000 per 
year. Well-designed, adequate facilities for 
the receipt, storage, display, sale, and deliv- 
ery of this merchandise might make possible 
savings of $560,000. Such savings would re- 
present, it is stated, a reduction of more than 
20 per cent in the yearly cost of handling this 
food through this market. 

According to the preface to a report on the 
Huntington market situation, representa- 
tives of Bureau of Agricultural Economics 
and the West Virginia College of Agriculture, 
acting at the request of the Chamber of Com- 
merce of Huntington, made a brief survey of 
the Huntington market in September 1940 
and published a report presenting some gen- 
eral conclusions about the market. In April 
1941 the Chamber of Commerce and the 
Market Commission, which had been ap- 
pointed to consider plans for market im- 
provements, made a further request that 
these agencies make a more detailed study to 
point out specifically what evils in the pres- 
ent market need correcting, what type of 
market is needed, where it should be located, 
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and how much money could reasonably be 
spent in providing it. 

Market improvements planned for Hun- 
tington must take into consideration five 
fundamental defects in the present market, 
according to the survey by W. C. Crow, of 
the Bureau, and W. W. Armentrout of the 
West Virginia College of Agriculture. These 
defects are: 

(1) Lack of shed space for trucks. Right 
now there is space for only 117 trucks, al- 
though the number wanting such space aver- 
ages 200. 

(2) Traffic congestion. Hundreds of trucks 
from the producing areas, from the Cincin- 
nati market, and from Huntington itself cre- 
ate a serious congestion problem. “‘At times,” 
the report says, ““many trucks cannot get 
near the stores where they wish to unload, 
and it is not at all unusual for buyers to be 
unable to reach the place where they must 
load their purchases.” 

(3) Lack of rail connections with the 
stores. Although 12 wholesalers operating in 
the market receive carloads of produce by 
rail, not one of them is able to load directly 
from the car into his store. Provision of rail 
connections with the stores, it is believed, 
would reduce the wholesalers’ cost of opera- 
tion, improve the competitive position of the 
railroads, decrease the deterioration and 
spoilage of the products, improve the mar- 
kets’ traffic situation, speed up handling, and 
thereby deliver produce to buyers in better 
condition and at lower prices. 

(4) Market poorly arranged and designed. 
Lack of initial planning resulted in an inef- 
ficient arrangement which impedes rather 
than accelerates the free flow of merchan- 
dise. 

(5) Difficulty of enforcing needed regula- 
tions. The report gives as an example the im- 
possibility of enforcing a definite selling peri- 
od when the market is scattered over numer- 
ous streets, alleys, and private driveways, 
whereas in a market established in one area, 
perhaps enclosed by a fence, it is a simple 
matter to see that the selling begins and ends 
at specified hours. Another example is the 
present difficulty in determining prices due 


to lack of knowledge concerning quantities of 
produce for sale. ‘ ‘In an improved market,” 
the report states, “operation of the price- 
making forces could be facilitated by obtain- 
ing information on supplies available for sale 
immediately before the selling hour begins 
and posting this information in some place 
where it could easily be seen by both buyers 
and sellers.” 

In selecting a suitable location for the new 
market, the report recommends that these 
factors be taken into consideration: conven- 
ience for buyers in Huntington, for out-of- 
town buyers, for in-bound rail receipts, and 
for in-bound motortruck receipts, and avail- 
ability of land at reasonable cost. 

Any new market that is built, the report 
states, should contain large stores for large 
wholesalers, small stores for wholesalers with 
a small business, and sheds for farmers and 
truckers. These three types of facilities 
should be arranged in such a way that the 
operation can be as efficient as possible and 
so designed that other structures can be add- 
ed to take care of future expansion when- 
ever needed. Care should be taken, it is 
pointed out, to see that no facilities are built 
that cannot be immediately rented for 
enough income to pay for them within a rea- 
sonable time. 

The Bureau of Foreign and Domestic Com- 
merce has completed and sent to the Govern- 
ment Printing Office its report on Effective 
Grocery Wholesaling. This publication is ex- 
pected to be available for distribution some 
time in January. The study is based on a field 
survey of 94 selected wholesale grocery 
houses throughout the United States. Opera- 
tions of efficient and progressive firms in the 
trade are analyzed. The several chapters on 
merchandising operations, methods of per- 
forming the physical functions of the whole- 
saler, and methods of internal control and 
analysis, contain much actual case material. 
Appendices contain §-year operating state- 
ments of individual wholesalers (some of 
them including the year 1940) as well as sales 
and gross-margin analyses showing sales, 
gross-margin percentages, and dollar gross 
margins for commodity departments. 
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20. MISCELLANEOUS: 


SUGGESTED RESEARCH TOPICS IN THE FIELDS 
or Business Economics, No. 1. Washing- 
ton, Bureau of Foreign and Domestic 
Commerce, September 1941. 


A mimeographed compilation of 146 sug- 
gested projects for university research. Some 
30 of these bear upon the field of marketing. 
If the Bureau obtains sufficient favorable in- 
dications of its value another list will be pre- 
pared for distribution for the opening of the 
second semester. 


Thirteenth Boston Conference on Distribu- 
tion—Oct. 1941. Retail Trade Board, Bos- 


ton, pp. 95, $3.75. 
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Copy TEstTING, prepared by the Advertising 
Research Foundation. New York: Ronald 
Press Company, 1939. Pp. vi, 131, $3.00. 
Between the covers of this slim volume is a 

remarkably complete statement of what is 

known about copy testing. The book is not 
intended as an evaluation of copy testing 
methods. Rather it is a statement of what 
the methods are and how they can be ap- 
plied. It divides tests into five major cate- 
gories: (1) opinion tests; (2) recognition and 
identification tests; (3) recall tests; (4) in- 
quiry and coupon tests; (5) sales tests. Each 
is defined and described (with due attention 
to variants) and its practical applications dis- 
cussed. The common errors in application 
and interpretation of each method are stated 
as warnings and each chapter concludes with 

a statement of advantages and disadvan- 

tages. 

The committees which prepared this study 
include authorities as eminent as could pos- 
sibly be found among advertising practition- 
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ers. Indeed, the study has something of the 
flavor of an article in an authoritative ency- 
clopedia. It shares with such articles two dis- 
advantages in that it is unsuitable for begin- 
ners and yet contributes little not already 
known to those familiar with the field. For 
this reason Copy Testing should be of greatest 
use to those who have had some experience 
with testing but who have not studied it 
thoroughly. However, it might be used by 
beginners if supplemented by discussion or 
lectures, and perhaps even men of consider- 
able experience might do well to use the 
warnings interspersed throughout the book 
as a check list. 

From the publisher’s “blurb” on the jacket 
one might be led to expect a great deal of cost 
data. Actually the cost figures included are 
meager. It would be too much to expect more 
in a work of this scope. 

A brief chapter of only seven pages deals 
with the determination of a sample. As an 
example of lucidity it should be made re- 











-- * - a 


Sh 














THE JOURNAL OF MARKETING 


319 





quired reading for writers of elementary text- 
books on statistics, most of whom fail miser- 
ably in attempting to present this problem. 
There is an excellent index. 

Karu H. Krauskopr 

Ohio University at Athens 


ErrectivE Rerait Seviine, by Bernard F. 
Baker. Chicago: American Technical So- 
ciety, 1940. Pp. 287. $2.25. 

This book is apparently intended for use as 
a manual by beginners in the retail business 
and as a textbook in high school courses in re- 
tailing. It deals primarily with selling and 
sales promotion activities rather than with 
problems of store management. It empha- 
sizes the need for retail salespeople to be well 
informed about the merchandise they sell. 

The introductory chapters deal with the 
opportunities in retail selling, the character- 
istics that tend to make a retail salesperson 
successful, the moods and motives that make 
customers buy or refuse to buy, and the ef- 
fect of store appearance upon retail selling. 
Three chapters are devoted to presenting in- 
formation about specific products and to 
describing the sources from which further de- 
tailed information about merchandise can be 
obtained. The need of the beginner to use 
good English and to be apt at mental arith- 
metic is emphasized in another chapter. 
Eight chapters are devoted to various aspects 
of the work of selling: how to make the sales 
approach, to show merchandise, to meet cus- 
tomers’ objections, to close the sale; the prop- 
er use of suggestion selling; and miscellane- 
ous methods by which the salesperson can 
help to bring business into a store. The final 
chapters suggest methods by which a begin- 
ner can set about to secure employment in a 
retail store and by which he can fit himself 
quickly into retailing if he gets such employ- 
ment. 

The book is written simply and clearly and 
contains enough illustrative anecdotes to 
lend it interest. It is well illustrated and in- 
cludes useful study guides in the form of 
questions. It should be a useful text in the 


teaching of retailing in high schools and trade 


schools. 
ols R. S. ALEXANDER 


Columbia University 


Business ENTERPRISE IN THE AMERICAN 
REVOLUTIONARY Era, by Robert A. East. 
New York: Columbia University Press, 
1938. Pp. 387. $4.25. 

The author presents a detailed and heavily 
documented study of business activities in 
America from a point just before the Revolu- 
tion until 1792. Since this was a period in 
which business and trade were virtually 
synonymous, the study is of particular value 
to the students of marketing. What manu- 
facturing existed was largely of the home 
variety, and business meant trading with Eu- 
rope, the other colonies, and even Asia; and a 
little later it meant speculation in land. 

The Revolutionary war seems to have 
fostered trade by creating a mass demand 
that could not be met by household economy 
and by providing cash from abroad to provi- 
sion the British army. How men and groups 
sprang up to cater to the needs of the two 
armies is chronicled in detail in pages replete 
with names of business men long forgotten. 

At a time when America is proud of its 
mass selling at low markups, it is interesting 
to look back to the time when cargoes from 
abroad were commonly sold at four times the 
cost of the goods shipped in exchange, but 
when risks were so great as to make insurance 
the major expense of doing business. 

It is also interesting, if not comforting, to 
find that the mistake of buying too much in a 
period of relative prosperity is no new phe- 
nomenon. The depression beginning in 1782, 
says the author, was “not because the coun- 
try was economically prostrate or unproduc- 
tive or even without foreign markets, but 
simply because they (the merchants) over- 
reached themselves in the way of importa- 
tions.” 

Hand-in-hand with trade went the neces- 
sity to develop means of financing it. Thus, 
this account is as much a history of money 
and credits and the beginnings of a banking 
system as it is of marketing activity. In fact, 
its chief purpose seems to be to provide the 
background of the development of commer- 
cial banking and the corporate setup in this 
country. 

As a source book for the careful historical 
student this work will prove of great value. 
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For the general student of marketing, it is 
probably too much a listing of people en- 
gaged in various activities to be of great in- 
terest. The book lacks color and human inter- 
est in its attempt to bring so many people 
onto the canvas. The student already famil- 
iar with the era will probably find the book 
of great value. 

Joun W. WinGATE 

New York University 


ErrectivE Crepir AND CoL.ection LeEt- 
TERS, by L. E. Frailey. New York: Pren- 
tice-Hall, Inc., 1941. Pp. xii, 409. $5.00. 


This is a “manual for credit men, not a 
textbook.” As an editor of a national business 
service, Mr. Frailey speaks with authority 
on credits and collections, dramatizes his 
cautions to make them stick, and offers much 
fresh material. These tested letters demon- 
strate certain practical techniques: how 
credit men adapt showmanship to collection 
letters; “how others build them around spe- 
cial events’; how special situations like “‘get- 
ting credit information,” stimulating orders 
without granting open terms, and revoking 
unearned discounts can be deftly handled to 
“build goodwill and increase sales.” 

The technique of the credit man’s use of 
the dictaphone when planning and dictating 
“custom-built” credit letters for borderline 
or clear-cut cases in the “casual or active 
zone” suggests the up-to-date character of 
the manual. Dramatized letterheads are ex- 
hibited with an incidental plug for the expen- 
sive, but helpful Dartnell Service. Further- 
more, the manual is well indexed according 
to writers of letters, companies represented, 
and original classifications of appeals and 
types of credit and collection letters. The 
most significant aspect of the book, however, 
is the collection cycle in analysis and in use. 

Mr. Frailey’s intimate knowledge of credit 
managers and their problems and his store of 
successful letters are presented to credit men 
on their own level; he begins where their 
thinking starts without historical and aca- 
demic introduction. Although his popular 
analysis will definitely attract credit men, it 
will also serve as an excellent reference for 
students in preparing credit reports and orig- 


inal credit-letter series. In refreshing con- 
trast to more pompous and comprehensive 
discussions on credit, his use of surprise, ac- 
tion, fresh style, humor, and psychology will 
add supplementary interest to textbook as- 
signments. 

Students will enjoy the game of picking 
“the best, the far-fetched, the insincere.” 
They will heed the author’s vivid suggestion 
to “‘use dramatized letters like spare tires, 
which come in handy when others fail.” They 
will appreciate the humorous comparison in 
the “‘orange-juice, castor-oil formula: start 
easy, deliver the bad news, end diplomati- 
cally.” Such spicy replies from weary custom- 
ers who have suffered from untactful 
reproaches as the one saluting an offending 
company as “‘Pinheads,” enliven the discus- 
sion. Letters in which the credit man “‘sits on 
his hind legs and wags his tail; in which he 
barks; and in which he even bites”’ stimulate 
further interest. Finally, the author’s psy- 
chological suggestions to “anticipate difficul- 
ties before they become an emergency”’; to 
“avoid the facetious when refusing unearned 
discounts”; to abolish lengthy apology; to 
consider a joke in the “last-resort’”’ letter as 
out of place as a “laugh by a policeman when 
taking you to jail’’; to sanction few puns, ex- 
cept masterpieces like the following: “Our 
hats off to the early settlers—those swell fel- 
lows and gals who settle their accounts early” 
—such human advice will win the respect of 
students as well as credit men. 

Mercantile credit men will like the short 
collection letters best—those which reflect 
the firm, sincere message: We sold you the 
goods; you received them in good condition; 
we expect payment. On the other hand, the 
less representative letters depicting show- 
manship will suggest new slants to credit men 
in companies selling the consumer. In fact, if 
correctly used for inspiration only, the many 
tested appeals and exhibited letters should 
stimulate original turns of expression on the 
part of all readers. Credit men and even stu- 
dents will certainly use the manual for its in- 
tended purpose—a “handy source for new 
ideas,” which should be freshly rolled into 
their own “custom-built” credit and collec- 
tion letters. Finally, they will be impressed 
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that the one important function of the credit 
man is “‘public relations’’—to increase good- 
will and ultimate sales. 
Syivia S. Emery 
Skidmore College 


Consumers ALL, by Joseph Gaer. New 
York: Harcourt, Brace and Co., 1940. Pp. 
Xili, 208. $2.00. 


This is one of the National Problems Series 
offered as a text for use in high school con- 
sumer courses; and for such a purpose it can 
be recommended as quite “‘safe” and reason- 
ably sound. The majority of business inter- 
ests are depicted as having the welfare of the 
consumer at heart, with only a small group, 
like President Roosevelt’s ten per cent, be- 
ing dishonest and against whom we must be 
on our guard. 

The text is built around what it describes 
as the three-fold aspect of the consumer prob- 
lem created by: 


1. Fraudulent practices in business, which injure 
consumer and honest buinessman alike. 

2. The confusion created by business through lack 
of standards, and the failure to give the consumer the 
true facts about goods, services, and credit. 

3. The consumer himself, who lacks knowledge about 
the goods he buys and who fails to understand his own 
responsibilities to producers and retailers in his buying 
transactions. 


Fraudulent practices in business can be handled ef- 
fectively through proper legislation. 

Confusion caused by present-day business practices 
can be eliminated by proper standardization. 

Consumer confusion and consumer responsibilities 
can be dealt with through education. 


If one expands each one of the phrases in 
the above quoted sentences he will have a 
fair idea of the approach and organization 
of the book. 

From a teaching standpoint the book is 
readable; it has appendices, one of which lists 
fifteen consumer study projects with reading 
references; a second one lists the quality 
grades used in twenty commodities, and a 
third contains a glossary of consumer terms 
in daily use. 

An error on page $3 gives us a column of 
percentages which add up to 115.3% of total 
income, but such slips are not common. 

KennetH D. Hutcuinson 
Pennsylvania State College 





SALES AND ADvERTIsSING—Volumes I and II, 
by Chester A. Gauss, and Lucius I. Wight- 
man. Revised by Harry A. Bates. Chicago: 
The American Technical Society, 1935. 
Pp. 555. 

The authors have attempted the ambi- 
tious task of encompassing within the space 
of two small volumes the fields of advertising, 
selling, and sales administration. The result 
is a limited presentation of material on many 
of the topics discussed and failure to include 
a number of important phases of the entire 
subject matter. 

Of the three fields, advertising receives the 
most extensive and best treatment. With 
simple, easily understood, illustrative ma- 
terial in the form of charts, pictures, and 
examples, most of the salient features of ad- 
vertising work are stressed. Such illustrative 
material also contributes considerably to 
reader interest in the discussion. A good 
example of interesing presentation, often 
lacking in books on advertising, is that with 
respect to kinds, sizes, and uses of paper 
stock. Another outstanding chapter is that 
on the mechanics of advertising. 

Perhaps the strongest feature of the work 
is the emphasis on the need for planning in 
each of the three fields and the necessity for 
coordinating all efforts. With so much effort 
in sales and advertising still on a hit-or-miss 
basis, the benefits which accrue from sound 
planning and fuller cooperation between 
mass contact and personal contact with the 
market cannot be too much emphasized. 

The reviewer feels that the treatise could 
be strengthened considerably by excluding all 
material dealing specifically with the prob- 
lems of the sales manager and concentrating 
on principles of salesmanship and advertising. 
Sales administration well deserves separate 
treatment. Furthermore, as at present set 
up, the principles of good personal selling 
are very sketchily presented or so buried in 
the other material as to have their signifi- 
cance lost. 

The method of presentation is typically 
that of most books prepared for use in ex- 
tension or correspondence work, as is the 
physical appearance of the book itself. It is 
probably only in connection with extension 
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work that the volumes would be of interest 
to teachers in institutions of higher learning. 
The material is, for the most part, de- 

scriptive rather than analytical. For the per- 
son with some background in these fields, 
there would be little of interest beyond the 
possibility of having brought to mind some 
forgotten fundamentals. For those unfamiliar 
with sales and advertising essentials, there is 
here some of the basic knowledge which 
should serve to stimulate interest in further 
study. To this end, the volumes would be 
improved by the addition of well-selected 
references or a bibliography, both of which 
are entirely lacking. 

AREND E. Boer 

University of Pittsburgh 


Ten Pornts ror ADVERTISERS, by Kenneth 
Goode. New York: Harper and Bros., 
1940. Pp. xi, 299. $3.00. 

Kenneth Goode has a well established 
reputation as a vigorous writer in the field 
of advertising. Among his books, this is the 
thirteenth written by himself or in collabora- 
tion. Ten Points for Advertisers presents two 
related themes: business men could through 
vigorous advertising increase the rate and 
amount of business recovery and they could 
pretest the effectiveness of advertising by 
means of certain criteria which are listed and 
described as “ten points.” 

The several planks in Goode’s platform for 
better business statesmanship are likely to 
appeal to the executive who is already en- 
thusiastic about the efficacy of advertising. 
Furthermore, the executive who is dubious 
about the values of advertising during a busi- 
ness depression might also develop some of 
Goode’s enthusiasms and increase the com- 
pany’s budget for advertising. 

To pretest advertisements, Goode offers 
the following ten points and the maximum 
scoring value for each: Display, 2; Repetition, 
2; Facts to bite on, 4; Style in handling, 6; 
Unity, 8; Clearness, 12; Desire aroused, 12; 
Net “proposition,” 12; Competency, 14; 
Popularity of net “proposition,” 28. Goode 
more or less elaborates on each point with 
a chapter or two of explanatory material. 
However, some of the ten points are given 


only one page of explanation whereas other 
points are given thirty pages. 

It is probable that many advertisers who 
are interested in learning how to use a check 
list or pretest scheme would prefer to study 
the scoring schemes by Richard Manville, 
published in Printer’s Ink during 1941; by 
Mark Wiseman in his book, Before You 
Sign the Advertising Check; by Harry H. 
Gould, “Psychological Scoring Factor Sys- 
tem of Advertising Evaluation,” Advertising 
&F Selling, January-March, 1939. Certainly, 
the Herbert A. Thompson-Leonard E. Luce 
check list of controlled factors appears to 
have been developed on the basis of more 
quantitatively-evaluated research than the 
Ten Points offered by Goode. 

Goode’s style of writing in this book may 
appeal to some readers. This reviewer, how- 
ever, found that the many short sentences of 
one or two words and the staccato pace be- 
came very annoying, However, certain 
readers who like jazz in their music may also 
prefer to read 299 printed pages in the same 
meter. 

In spite of this reviewer’s adverse reaction 
to the style, he found that the content offered 
many interesting facts. The factual examples 
scattered throughout the book will provide 
the teacher of advertising with illustrative 
materials of value to the students. Presum- 
ably, advertising men can also use some of 
Goode’s ideas to convince the man in charge 
of budgets that advertising money, well 
spent, will help to build new business as well 
as contribute toward an improved standard 
of living. 

H. W. Hepner 


Syracuse University 


ANTICIPATIONS, UNCERTAINTY AND Dy- 
NAMIC PLANNING, by Albert Gailord Hart. 
Chicago: University of Chicago Press, 
1940. Pp. viii, 98, $1.00. 


“The goal of this essay is to weave them 
[suggestions in recent theoretical literature 
of the theory of the unit] together and to 
develop a theory of the firm which will be 
serviceable for dynamic analysis of markets 
and of the economy as a whole.” ‘““The ob- 
jective of the essay is to work out a theory 
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of the firm which will lend itself to the study 
of business fluctuations and money....” 
The emphasis is upon “fluctuations” and 
“dynamic analysis.’”’ Essentially the subject 
matter is the “problem of the firm in a fluc- 
tuating world.” Although primarily a con- 
tribution to the economic literature of the 
theory of the firm, this monograph is not 
without interest for the business planner. 

Business planning is considered under 
certainty, rationing, price-fixing, and uncer- 
tainty. In the last chapter (Chap. 5) a partial 
analysis is made of the origin and revision of 
anticipations. Under all of these headings the 
role of flexibility, which is a plan to revise all 
other plans, is carefully analyzed. No effort 
is made to carry the analysis beyond that of 
the individual firm (inter-firm relationships 
are scrupulously avoided). Consequently cer- 
tainty and uncertainty are subjective—i.e., 
states of mind of the business planner—and 
the greater uncertainty normally is associated 
with the more distant future. The value of 
this particular isolation of the problem may 
be questioned since this essay would not be 
the excellent one it is if externals were not 
allowed to play a part in the generation of 
mental states. The making of business esti- 
mates, as an art if not as a science, in the esti- 
mation of the reviewer, creeps into this essay 
as a factor of analysis in spite of the author. 
Otherwise, business planning would be little 
more than the mathematical treatment of 
given data. 

The data of the business plan are the firm’s 
estimates with reference to its essential ac- 
tivities: production, marketing, financing. 
Multiple alternatives represented as sched- 
ules of the elements of these phases of enter- 
prise planning are possible. Principles of least 
cost and greatest revenue in general govern 
choice. The summation of scheduled details 
which maximizes the present discounted 
value of scheduled net receipts is the opti- 
mum business plan. Dr. Hart’s schematic 
account of business planning is skilfully done 
but can be expected to prove difficult es- 
pecially for the uninitiated in the mysteries 
of marginal analy sis. 

There are various points of particular sig- 
nificance in this essay to those primarily in- 


terested in marketing. First in importance, 
perhaps, is the author’s contribution to the 
technique of adjusting marketing plans to 
other functions of the firm and vice versa. 
Marketing estimates are estimates of the 
behavior of individuals or firms outside the 
entrepreneur’s control and, therefore, to- 
gether with estimates of future methods, 
carry a high degree of uncertainty. Choice of 
products and storage are favorite devices for 
obtaining flexibility. Then, there are the 
sections on “Selling—price regulation and 
sales-rationing”’ and on ““Buying—price and 
input-rationing” (pp. 33-39), of special in- 
terest particularly at the present time. No 
theory of buying and selling as such is pre- 
sented. 

The problem discussed in this essay is 
complex and difficult. The discussion itself is 
in highly theoretical terms. Those who may 
undertake to read the monograph should not 
venture lightly but the time and effort will be 
well spent. 

Lioyp L. SHAULIs 
Tufts College 


Retait Sevuinc Simp.iriep, by Edith 
Fletcher Hayter. New York: Harper and 
Brothers, 1939. Pp. xv, 129. $1.25. 


The popular art of writing books on retail 
salesmanship is in its fifty-second year. F. B. 
Goddard’s book called The Art of Selling 
written in 1889 apparently was the first book 
devoted to a discussion of retail selling in the 
modern sense. 

A study of the literature in the field will 
reveal that the author of a book on selling 
usually employs one or more of five methods 
in presenting his material. These are (1) the 
inspirational method dealing with formulas 
for quick success, (2) the personal experience 
method delineating a series of stories telling 
about the successful solution of a variety of 
difficult sales problems, (3) the sociological 
method which assumes the grave position 
that associates the art and science of selling 
with its social consequences for good and evil, 
(4) the economic method which views selling 
in the light of its part in the great task of 
marketing goods and services, and (5) the 
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psychological method which attempts to re- 
duce the selling process to a series of mental 
operations that take place between the seller 
and buyer. 

The present addition to the already well- 
stocked library of selling books affects the 
inspirational—personal experience—psycho- 
logical approach. Written by a recognized 
expert in the field, the training supervisor of 
the largest department store in the world, 
here are 129 pages of text and self-test ques- 
tion material that are packed with elemen- 
tary, practical and timely advice for the 
department store salesgirl. As the full title 
claims, it is truly “A Manual of essen- 
tials....” It should be registered as a 
“must” on the reading list of all inexperi- 
enced members of department store sales 
staffs and an “ought” on the reading list of 
the old hands. To the inexperienced sales- 
person much of the book will be a stimulating 
revelation of the recondite in retail selling; 
to the experienced it will be an inspiring re- 
view of selling techniques and methods. 

The salesman is given an opportunity for 
self-analysis in Chapter Two where there is 
provided a considerable check list of his 
duties and responsibilities. In Chapter Nine 
the customer is brought in for searching 
examination. While being admonished to 
draw on his sense of humor when everything 
else fails, ““But be sure you laugh with the 
customers and not at them,” the salesman is 
given a glimpse at ““The So-called Difficult 
Situation” in Chapter Ten. The chapters 
“The Sale,” “Does Advertising Pay—You” 
and “‘Poise in Selling”’ are particularly good. 

The careful reader will detect an occasional 
deficiency in literary taste. For instance when 
the author discusses the anger of a customer, 
she says the customer is ‘“‘mad about some- 
thing” (italics mine). There is a marked pro- 
fusion of italics throughout the book. Suffice 
it to say the use of italics is good for purposes 
of securing emphasis but their use in this 
book takes on a boy-who-cried-wolf color. 
There is a glaring need for a concluding 
chapter; one that will summarize the eight- 
een chapters of material. The reader is left 
in mid-air after a short but skillful treatment 
of “Poise in Selling” in Chapter Eighteen. 


He looks for more but there is no more; the 
book has ended. 

The author certainly is one with her famed 
predecessors, Mrs. Lucinda W. Prince, Diana 
Hirschler, and Miss Bulah E. Kinnard whose 
objectives have been to make department 
store salesmanship a skilled occupation hav- 
ing professional standing in the business 
world. 

WituraM L. Doremus 
New York University 


Give Crepir—Ger Your Money, by Sam 
Anthony Ivey. New York: Ronald Press 
Company, 1941. Pp. ix, 189. $2.50. 


“This book is written to tell you how to 
handle Mr. Jones, the debtor, from beginning 
to end.” In this sentence, chosen from the 
preface, Mr. Ivey selects his audience, and 
throughout the book the “you’”’ means per- 
sons engaged in the administration of con- 
sumer credit. Yet the general reader may re- 
ceive a much needed consumer credit educa- 
tion from this interesting little volume. 

After an introductory defense of credit, the 


author explains the nature and purposes of 


the forms and technique used in passing on 
applications; how collections may be ef- 
fectively made through the use of letters, the 
telephone, outside collectors, and agencies; 
and some of the more elementary legal as- 
pects of loans, especially as they concern the 
procedures for legally enforcing the rights of 
creditors. Twenty chapters of from six to 
eleven pages each in length compose the body 
of the text and suggest the possible desira- 
bility of a reorganization of the material so 
that the major parts of the book might be 
thrown into clearer emphasis. Mr. Ivey’s 
colloquial style of writing results in fresh, 
easy reading with perhaps some loss in pre- 
cision. 

On the whole, the credit practices recom- 
mended are those which efficient credit de- 
partments of successful stores have long fol- 
lowed. Some tendency toward over-simpli- 
fication of the problem is evident in the 
author’s position that “a good collector 


makes the best credit man,” and again in his 
objection to the use of terms such as Credit 
Sales Department. While Mr. Ivey may urge 
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that the credit manager’s job is not to make 
sales, and that he should be guided entirely 
by what the credit report shows, he would 
probably agree with the reviewer that credit 
granting can not be reduced to a formula, 
and that stimulation of sales through the 
judicious granting of credit is an extremely 
important function of every credit depart- 
ment. Desirable as objectivity unquestion- 
ably is, proper evaluation of subjective fac- 
tors will doubtless continue to be an essential 
and troublesome problem for credit managers. 

This is not a book on the theory of con- 
sumer credit. If it were, probably further 
discussion would have been devoted to 
the concept of the credit manager as an 
adviser to the store’s customers on matters 
of a financial and budgetary character. The 
author takes the position that such a role is a 
proper one. While the credit manager must 
be concerned with such matters if he is to 
protect the interest of his store, one might be 
forgiven for having some doubt as to the 
purely disinterested nature of such advice 
from the point of view of the customer. 

Mr. Ivey has discussed the everyday prob- 
lems which involve decisions on the part of 
credit managers. Beginners in this field might 
do well to read his book. More experienced 
workers will feel that it reviews much of what 
they already know. Marketing students will 
find it an easily read exposition of the “how” 
of credit work. Teachers of retailing might 
use it for supplementary reading for the 
student whose chief interest is in credit man- 
agement. Its usefulness for this last purpose 
would have been greater if some attention 
had been given to the physical arrangements 
of efficient credit departments. 


Hissert D. Corey 
The College of William and Mary 


Consumers’ CoopeRATIVES IN THE NorTH 
Centra Srartes, by L. C. Kercher, V. W. 
Kebker, and W. C. Leland, Jr. Edited by 
Roland S. Vaile. Minneapolis: The Uni- 
versity of Minnesota Press, 1941. Pp. xvi, 
431. $3.50. 


This book is an outgrowth of three research 


studies, each undertaken independently. Pro- 
fessor Vaile of the University of Minnesota, 
who became familiar with the three studies, 
considered “‘that each study was so fine in 
its own right and that they supplemented 
each other so naturally and completely that 
some form of joint publication must be ar- 
ranged.” The result was the volume under 
review, which was edited and knit together 
by Professor Vaile. The volume is in three 
parts. 

Part I (eight chapters, 136 pages) entitled 
“An Analysis of Consumers’ Cooperative 
Enterprise, with Particular Reference to the 
Finnish-Initiated Movement,” was con- 
tributed by L. C. Kercher, Professor of 
Sociology, Western State Teachers College, 
Michigan. It deals with the social and cul- 
tural background of the Finnish communities 
of northern Minnesosta, Wisconsin, and 
Michigan, and shows how this influenced and 
continues to influence the development of 
the consumer cooperative movement in those 
three states. 

Although many of the chapter titles in this 
section have a familiar ring, having appeared 
in nearly all treatises dealing with coopera- 
tive development, much of the subject mat- 
ter is new and presented in a highly objective 
and yet interesting manner. The reviewer 
found the two chapters dealing with the 
Social and Cultural Foundations of the Fin- 
nish-Initiated Movement and with the Busi- 
ness Administration of the Local Society, 
and the final chapter presenting an Evalua- 
tion of the Finnish-Initiated Movement of 
particular interest. Economists and persons 
interested in or connected with the market- 
ing process all too frequently fail to realize 
the significance of social and cultural in- 
fluences upon the particular type of economic 
institutions that may develop in a country or 
community. 

The consumers’ cooperative movement in 
the northern part of Minnesota, Wisconsin, 
and Michigan had its origin in the dire 
economic distress of the early Finnish settlers, 
the racial isolation, the social philosophy, 
and the need for leaders to gain expression 
and an outlet for their personalities. Kercher 
states: “Although many individuals have 
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made extraordinary personal sacrifices for the 
cause of cooperation, the movement itself 
has not been intrinsically an altruistic or 
idealistic one. The men and women who 
sponsored it were well acquainted with 
physical hardship, economic exploitation, 
poverty, social isolation and personal frus- 
tration. In developing cooperatives they 
were not hazy sentimentalists toying with 
an intriguing idea of social utopia, but were 
hard-pressed working people who desperately 
sought an effective social instrument to aid 
them in a life-and-death struggle against 
economic and social handicaps.” (P. 133.) In 
chapter 8, Professor Kercher evaluates 
frankly the elements of strength and weak- 
ness of the consumers’ cooperative movement 
in the region under study. It is a chapter well 
worth reading. 

From a theoretical standpoint, the seven 
chapters in Part II, contributed by V. W. 
Kebker, Instructor in Marketing, University 
of Kansas, represent the most interesting 
part of the book. Kebker considers that ‘“The 
more immediate prospects for consumers’ co- 
operation lie in the extent to which it may 
control the present economic system by in- 
jecting into it an element of competition 
motivated entirely by service to the con- 
sumer rather than by profit to the owner of 
capital.” (P. 139.) He then goes on to recom- 
mend what, in light of our present system of 
monopolistic competition, appears to be 
sound advertising (consumer education), 
pricing, and cost policies for consumer co- 
operative associations. 

He questions the soundness of the tradi- 
tional Rochdale principle of charging market 
prices. On the contrary, he contends that 
consumers’ cooperatives “‘should equate price 
with their own marginal or average cost— 
whichever is higher—whenever the price 
charged by the lowest priced competitor ex- 
ceeds the costs of the consumers’ cooperative 
associations.” (P. 149.) He contends that an 
important function of consumers’ coopera- 
tive associations would be for such concerns 
to act as “‘measuring sticks’ to determine 
the level of prices charged for goods and 
services by private enterprises. The final 
chapter in Part II dealing with the Economic 


Operation of a Cooperative Commonwealth 
is particularly thought-provoking and repre- 
sents an approach to this topic not usually 
encountered in books dealing with the co- 
operative development. 

Part III, entitled “Case Studies of Con- 
sumers’ Cooperatives,” is contributed by 
Professor Kercher and by W. C. Leland, In- 
structor in Economics, University of Min- 
nesota. Covering somewhat more than half 
of the whole book, Part III has 18 chapters, 
each devoted to a study of the history and 
development of a particular cooperative as- 
sociation in the three states previously men- 
tioned. Fifteen of the chapters deal with local 
cooperative associations, some successful, 
others not too successful, one chapter with 
the Central Cooperative Wholesale located 
at Superior, Wisconsin, and two chapters 
with wholesale cooperative associations spe- 
cializing in the handling of oil. The analysis 
of the 15 local associations follows the same 
general pattern; subheadings in each chapter 
being (a) local community; (b) origin and 
development of the cooperative society; (c) 
organization and administration; (d) man- 
agement and operation; (e) membership and 
internal relations; (f) financial condition; 
(g) operating trends; (h) the cooperative in 
the community; (i) the cooperatives’ part in 
federated activity; and (j) significant aspects 
of the case. The three chapters on the whole- 
sale cooperatives tend to stress more fully the 
business, price, quality, and personnel prob- 
lems of these organizations. 

This book undoubtedly represents one of 
the most valuable contributions to the litera- 
ture on consumer cooperation. Its objectivity 
and moderation of tone should commend it to 
all persons interested in retail marketing, 
whether such persons are favorable or an- 
tagonistic to consumer cooperative move- 
ments. Those representing pressure groups 
mainly interested in “price maintenance”’ 
or “demand manipulation” may well give 
careful consideration to the lessons that are 
inherent in the Finnish-initiated movement. 
Persons interested in the organization of 
local consumers’ cooperative associations 
will find much valuable information in Parts 
I and III on the causes of success and failure 
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of local associations and on what policies 
to adopt and what to avoid. 

J. M. Tintey 

University of California 


INTRODUCTION TO THE COOPERATIVE MoveE- 
MENT, by Andrew J. Kress, Editor. New 
York: Harper and Brothers, 1941. Pp. xii, 
360. $3.00. 


Excellent for marketing men or economists, 
as well as for those primarily interested in a 
comprehensive survey of the cooperative 
movement, this book presents an unusually 
well selected collection of readings on the 
subject. It should also find a place as a text 
in courses in cooperation. 

In the reviewer’s opinion the author has 
succeeded admirably in his aim “‘to set forth 
objectively, through readings and references, 
the best writings about the various types of 
cooperatives.” Each of the twelve chapters 
consists of carefully selected quotations, well 
organized to present both opposing views of 
controversial topics and a logical develop- 
ment of the subject. In addition, six sets of 
sources of further reference on the main sec- 
tions are given. 

The whole field of cooperation is covered— 
consumer, producer, marketing, and financial 
cooperatives—as well as the social philosophy 
of cooperation, its political and international 
aspects. Under the latter headings the fate of 
cooperation in the dictator countries is dis- 
cussed, and the potentialities of the coopera- 
tive movement for securing international 
peace and the solution to many of the current 
problems of capitalism are well presented. 

For each type of cooperative, readings are 
selected to show historical development, rela- 
tive importance and trends, significance in 
various countries, conflicting forces, and an 
economic or social evaluation. Stress is laid 
on the rise of the patronage dividend and im- 
portance of the Rochdale principles of co- 
operation, although in some of the newer 
fields like health and other service coopera- 
tives, a possible modification of these princi- 
ples is considered. 

The rise of the consumer viewpoint is a 
thread that runs throughout the book; con- 
sumer cooperatives are given almost two- 


thirds of the text and are presented as those 
of most fundamental importance. Solutions 
to many anti-consumer economic develop- 
ments, such as resale price maintenance 
laws, and to many political dilemmas of con- 
sumers, are to be found in progressive de- 
velopments of the cooperative movement. 
Considerable factual material, such as 

statistics on all forms of cooperation through- 
out the world, and a directory of leading 
organizations in the various areas of national 
and international cooperation, make the book 
valuable and interesting as a reference work, 
in addition to its use as a text. 

Pearce C. KELLEY 

University of Arkansas 


RETAIL TRAINING IN PRINCIPLE AND Prac- 
tice, by Helena Marsh Lester. New York: 
Harper and Brothers, 1940. Pp. xiv, 1:74. 
$2.50. 


According to the publisher and the author, 
this book is designed for owners, head execu- 
tives, personnel directors, and for those 
teachers offering vocational retail training 
under the George-Deen Act. The author, 
who is training director of one of New York’s 
best known department stores, presents 
many interesting observations and useful 
suggestions pertaining to the organization of 
a training department as well as to the opera- 
tion of a successful training program. 

The first three chapters discuss the need 
for retail training and offer a general plan 
for organizing a training program. The pro- 
gram should be built around the three large 
tasks of a store: handling money, handling 
merchandise, and handling people. The next 
three chapters discuss ways and means of 
training and retraining the sales force. Chap- 
ters VII and VIII discuss development 
training and training for advancement, 
Chapter X is devoted to training non-selling 
employees, and the final chapter attacks the 
subject of training executives. Suggested 
course outlines and interesting sets of ques- 
tions on a variety of topics are included for 
each level of training. 

The book lacks objectivity and scientifi- 
cally drawn conclusions. Theauthor is perhaps 
too close to her subject for the former. How- 
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ever, these lacks are more than compensated 
for by the enthusiasm and the interesting 
style of the volume. Even the author is not 
optimistic enough to suggest the use of this 
book as a text. It is too specialized to offer 
suitable text material for most marketing or 
merchandising courses. But instructors in re- 
tailing will find it a source book of valuable 
suggestions in a field which is far from over- 
crowded with usable material. 

The volume can obviously be used to 
greatest advantage by training directors and 
executives of department stores. It would 
hardly be a suitable handbook for operators 
of grocery stores, drug stores, eating places 
or filling stations though they would prob- 
ably find here many ideas that merit incorpo- 
ration in their own schemes of training. At a 
time like the present when retail sales-persons 
are likely to “soften up” through easy selling 
it is important to remind them that success- 
ful selling is normally not just order taking. 
Mrs. Lester’s book duly emphasizes this 
fact. 

RosweE.t P. SNEAD 
Virginia Polytechnic Institute 


How to Ger a Jos anp Win Success IN 
ADVERTISING, by Walter A. Lowen and 
Lillian Eichler Watson. New York: Pren- 
tice-Hall, 1941. Pp. xiv, 382. $3.00. 


The book opens with a conventional dis- 
cussion of the history and present status of 
advertising. It then turns to the opportuni- 
ties in the field, i.e., the kinds of jobs. The 
first classification is on the basis of men: 
executives, creators, investigators, produc- 
tion men, and salesmen. Another classifica- 
tion which forms the basis for more extensive 
discussion is branches or places: department 
store, industry, publications, radio, and ad- 
vertising agency. 

The advertising agency receives more em- 
phasis than the other fields and the work of 
its various departments—copy, art, radio, 
research, etc.—is given in detail. Pretty good 
salaries are quoted, perhaps unwisely. Direct 
mail is suggested as the best training for an 
advertising career, as it is possible to check on 
the results. 

When they deal with the personal qualifi- 


cations necessary for advertising the authors 
are less at home. The lists of qualities they 
present are impressive but not particularly 
unique to advertising and probably not very 
helpful to the individual considering a career 
in this field. When they discuss preparation, 
however, they get down to brass tacks, sug- 
gesting initial experience in related fields such 
as selling or newspaper work, making wise 
use of spare time, and taking special aca- 
demic courses in advertising. 

The chapter on ‘What is the Right Job 
for Me’”’ is unusual. On the same page it will 
fly in the face of science and then give excel- 
lent practical suggestions. The reader is 
urged to go off alone somewhere and analyze 
himself, asking such questions as: “Is my 
mind active and alert?” The authors evi- 
dently are not familiar with empirical studies 
of self ratings and their unreliability. On the 
other hand, they make good practical sug- 
gestions such as that if a person has a natural 
aversion for figures he should keep out of 
research; or that he should cultivate his little 
skills—soap sculpture for instance might lead 
to industrial design. 

Turning to the problem of getting a start 
in this field, the authors get their feet on the 
ground again. They discuss possible methods 
such as unannounced calls, writing, and want 
advertisements and make a lot of common 
sense suggestions such as filling out blanks 
carefully. Naturally they lay considerable 
stress on the placement agency in this con- 
nection. A good proposal is the preparation 
of a portfolio about oneself to take to the 
interview. Instances are given of dramatic 
devices used in securing the initial interview. 
Further suggestions are made as to conduct 
during the interview with emphasis on pre- 
senting something specific rather than ex- 
pressing general interest in any kind of a job. 
This is the best chapter in the book. 

The next chapter deals with holding the 
job and contains material about getting 
along with people. It makes numerous miscel- 
laneous suggestions and includes a bit of the 
inspirational. The discussion of how to keep 
advancing and win success is similar in detail 
and tone. The best section in this chapter is 
by one of the guest contributors who men- 
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tions a dozen points systematically with ade- 
quate elaboration of each, such as making a 
positive approach, not asking too many 
questions, developing a hobby. 

The chapter on opportunities for women 
indicates that there are plenty. Finally, as 
to the future of advertising we have quota- 
tions from persons in the field to the general 
effect that the future is good. 

Appendix A consists of contributions from 
advertising people on the topic of the quali- 
ties most essential for success. These authori- 
ties do not agree very well as to the prime 
requisite except that several stress ability 
to write good English. Appendix B is better 
because it deals with qualifications for specific 
jobs in the field with articles written by 
people specializing in the field in question, 
e.g., qualifications for art discussed by a man 
in an art department. The third appendix 
consists of brief autobiographies as to how 
various people got their start. 

The book covers a lot of ground in con- 
siderable detail. It gives a satisfactory over- 
view of the vocational opportunites in ad- 
vertising and makes a lot of worthwhile sug- 
gestions as to how to get a start in this field. 
The part of the discussion that aims to help 
the individual decide upon his vocation will 
be less helpful. 

The authors certainly are enthusiastic 
about advertising. In spots the discussion 
borders on the paranoid, for instance: “Of 
all... fields . . . none presents so interesting 
and diversified an array of opportunities as 
advertising”; the agency has a “dazzling ar- 
ray of skilled specialists”; “In no other field 
is there so rich and promising an opportunity 
for personal growth.” If the youthful reader 
takes this seriously he may be oversold. _ 

The style is readable and often quite direct 
with much use of the second person. The 
chapter titles themselves show earmarks of 
the copywriter. The guest author feature is 
interesting and a definite addition to the 
work, 

The book probably will find its greatest 
usefulness in libraries of vocational informa- 
tion such as are available in schools and other 
places where vocational guidance is done 
systematically. Young people seeking a voca- 


tional objective usually are urged to read 
about a wide range of occupations in such 
libraries prior to or supplementary to con- 
ference with a counselor. In this setting the 
present book will give advertising a good 
representation. It will be worthwhile reading 
for the counselor himself. It should also be 
of interest to persons already started in the 
field of advertising who wish to explore other 
vocational possibilities in that same general 
area. 

Harotp E. Burtr 

Ohio State University 


SELLING—A Jos Tuat’s Atways Open, by 
Frances Maule. Funk and Wagnalls, 1940. 
Pp. xiv, 314. $2.00. 

This is not just another book on salesmanship. There 
are things about salesmanship in it, gleaned from. the 
practical experience of successful sellers in many 
branches of selling. Primarily, however, it is a book 
about the varieties of selling—selling of merchandise, 
selling of services, selling intangibles. Its purpose is not 
so much to tell you how to sell—although it does en- 
deavor to give you ideas in regard to that—as to direct 
your attention to the opportunities that exist in selling, 
and to point out where these opportunities are to be 
found, how best they can be approached and where they 


can be made to lead.—Opening paragraph of the fore- 
word by the author. 


This is an accurate description of the vol- 
ume. It is not a textbook on salesmanship, 
although it has many useful illustrations for 
the teacher and student. It will probably be 
most valuable to young men and women in 
helping them to find their places in the busi- 
ness world. Neither youth, beauty, nor a 
magnetic personality are necessary for suc- 
cess in selling as illustrated by the stout, 
homely, elderly woman with poor speech 
who makes a success of selling dresses owing 
to her good taste and lack of high pressure 
methods. 

Salesmanship is often the gateway through 
which men and women find work they like 
and to which they are suited. There was, for 
example, the girl educated to be a fashion 
illustrator who couldn’t find work in this 
field. She took a job selling cosmetics and 
developed her own business as a cosmetic 
stylist. There was the son of a country 
preacher who wanted to be an editorial as- 
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sistant but took a commission job selling 
books to country ministers. He was so suc- 
cessful that the publisher called him into the 
office as advistor on books for the small town 
market. Again there was the young man who 
failed as a bond salesman but who made good 
as a research man collecting and organizing 
facts for the company’s salesmen. 

The author describes the opportunities of- 
fered in department and chain stores, in the 
advertising field, in selling real estate, in 
industrial designing, and in selling insurance. 

The book is interesting and better written 
than many of the inspirational books on 
selling. There is no index. One finds a few 
minor errors as in the statements on page 
145 that George Hartford was a co-founder 
of the A. & P. Tea Company in 1859 and 
that J. C. Penney started his first store in 
Evanston, Wyoming. 

P. D. Converse 
University of Illinois 


THE Law OF THE ORGANIZATION AND OPERA- 
TION OF Co-opERATIVES, by Israel Packel. 
Albany: Matthew Bender and Company, 
1940. Pp. xvi, 307. $5.00. 


This book is written for the lawyer who 
knows nothing about cooperatives and for 
the cooperator who knows nothing about 
law. Mr. Packel explains the distinctive 
features of cooperative enterprise, integrates 
the special laws and decisions pertaining to 
cooperatives with the general law of as- 
sociations that is applicable to cooperatives 
as well as to all other forms of business 
enterprise, points out the respects in which 
cooperatives may be exempt from the applica- 
tion of the general law (particularly blue-sky 
laws and public utility regulation), suggests 
business practices that have proven desirable, 
and warns the unwary novice of legal and 
business errors that cooperatives commonly 
make. 

Mr. Packel’s experience as an Assistant 
Counsel of the Rural Electrification Ad- 
ministration convinced him that coopera- 
tives often encounter difficulty through 
ignorance of, or disregard for, the funda- 
mentals of cooperative philosophy, legal 
precedent, or business practice. Few market- 
ing men presume to be well informed in all 


three fields and therefore if they have oc- 
casion to inquire into the legal phases of co- 
operation they will find this book an excellent 
first reference. The numerous citations to 
cases and more specialized discussions will 
prove helpful. 

Despite the facts that the definition of co- 
operatives is broad enough to include labor 
unions and trade associations, and that many 
of the cases necessarily were taken from the 
experience of farmers’ marketing coopera- 
tives, the author appears to have written 
primarily from the point of view of co- 
operatives that serve their members as con- 
suners (consumers’, business purchasing, 
financial, insurance, and self-help coopera- 
tives). The distinctive contributions of the 
book consist of ably expounding a well chosen 
body of fundamental principles applicable to 
all types of cooperatives and of including 
the “pertinent law of ordinary associations.” 

In the reviewer’s opinion, if Mr. Packel 
had expanded his treatment to make a 
systematic comparison of state laws and de- 
cisions applicable to the consumers’ types of 
cooperatives (omitting credit unions) and to 
discuss technical details about statement of 
purpose in articles of incorporation, about 
the steps that must be taken to avoid federal 
income taxes, etc., for this same group of as- 
sociations, he would have covered a field on 
which there is practically no interpretative 
literature and thereby made his book as use- 
ful to the experienced practitioner as it is now 
to the novice, and, incidentally, he would 
have justified the publisher’s price for the 
volume. 

V. W. KEBKER 
University of Kansas 


TEXTBOOK OF SALESMANSHIP, by Frederick 
A. Russell and Frank H. Beach. New 
York: McGraw-Hill Book Company, Third 
Edition, 1941. Pp. ix, 581. $3.50. 


This third edition of Russell’s book, now 
bearing joint authorship, represents a thor- 
ough overhauling, even though much of the 
basic pattern of its predecessor remains. 
Three chapters in the former edition have 
disappeared from the present work largely 
by way of incorporation in other chapters. 
Five chapters have been added. Three of 
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these, one on the historical development of 
salesmanship, another on sales personality, 
and a third, on prospecting are entirely new. 
Two others, dealing with types of selling and 
retail selling, are based partly on material in 
the previous edition, although they also con- 
tain much that is new. The old chapters bear 
evidence of considerable revision. The ex- 
amples of “Sales Situations,” three taken 
from retail, three from traveling, and five 
from specialty selling, have been relegated to 
an appendix. 

The changes in the chapter outline are de- 
cidedly for the better. Of the new chapters 
the one on history, about the need of which 
there may be some question, and the one on 
prospecting, are especially good. The inser- 
tion of the chapter on retail selling between 
those on “The Approach” and “The Demon- 
stration” is unfortunate, even though its 
principal emphasis is upon peculiarities of 
the approach in retail selling. It would be 
better placed at the end of the chapters deal- 
ing with the sales canvass. And one could 
wish that it had a companion chapter on 
“industrial salesmanship” (selling large me- 
chanical units to industry) which has as 
important distinctive peculiarities as retail 
selling. 

The essential treatment of the subject 
matter of the individual chapters is to be 
commended. The expository portions retain 
the lucid and interesting style that character- 
ized the earlier editions. The illustrations are 
apt, and their force is multiplied by the fact 
that they are drawn from the circumscribed 
area of student experience where possible. 
The problems are thought-provoking and 
challenging. There is a nice balance in the 
proportioning of exposition, illustration, in- 
spiration, and problem. 

Of course, in every book there are various 
details of treatment that strike one or another 
reader as capable of improvement. The pres- 
ent reviewer would suggest the following. 
Definitions that impress the true psychologi- 
cal nature of such terms as “‘initiative,” and 
“imagination” (pp. 92-93), and “sugges- 
tion,” “imitation,” and “habit” (pp. 292- 
294) are needed if the student is to grasp 
their real significance to salesmanship. The 
differences between personal salesmanship 


and advertising (pp. 134-135) would profit 
by more complete treatment. The section on 
overselling vs. underselling the dealer (p. 457) 
should illuminate the key problem, which is, 
“How is the salesman to determine what is a 
‘sufficient stock’?” 

Such a highly debatable stand as that 
represented by this quotation, “If the sales- 
man has qualified his prospect before the 
interview or during the approach so that 
the need for the sales offer has been estab- 
lished, then high-pressure is justified if it is 
necessary to make a sale’’ (p. 360), requires 
first, a definition of “high-pressure” and 
second, a complete, even though condensed 
argument pro and con, rather than a series of 
more or less rhetorical questions. Finally, the 
citing of the clergy (p. 12) and of Christ 
(p. 333: “And the greatest salesman—that is, 
teacher—of all history, Jesus of Nazareth’’) 
as examples of a salesman is likely to offend. 

But, keeping minor matters in their proper 
place, it must be acknowledged that taken as 
a whole this third edition is a good book made 
better, which makes it one of the best. 

Rap F. Breyer 
University of Pennsylvania 


He pinc Peopte Buy, by Eugene Whitmore. 
Chicago: The Dartnell Corporation, 1940. 
Pp. 245. $2.50. 


While this is not a textbook and is designed 
primarily to serve as a handbook for sales- 
men, it is so written that it may prove to be 
valuable reference material for courses in 
salesmanship and sales management, par- 
ticularly where it is desired to give the stu- 
dents a taste of worthwhile business litera- 
ture. 

The author of this work has made a real 
contribution in that it is well written, usually 
to the point, and above all, takes a “‘low pres- 
sure”’ attitude toward selling rather than the 
more conventional one of “high pressure” 
methods so often advocated by writers in 


this field: 


When we come to think of prospects as people who 
need what we have to sell, we can forget selling and 
concentrate on our real job which is bringing people 
information which will help them buy... How would 
you feel if you knew someone was coming to see you 
to take you to town? (p. 38). 
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This attitude is not entirely new, but it is 
refreshing to find it consistently followed in 
a book on modern selling. 

Nearly all of the sixteen chapters of the 
book are filled with practical suggestions for 
helping increase sales. Most of these are of 
the type dealing with customer helps rather 
than stunts. For example, the author sug- 
gests, among other things, the idea of keeping 
a record of all purchases made by the custo- 
mers in a given territory during a year’s 
period of time. With such a record on hand, 
it becomes possible for the salesman to help 
the buyer order more intelligently in the light 
of past experience, much to the advantage of 
the salesman. Chapter III “Let the Buyer 
Use You,” carries out this same idea by cit- 
ing many cases where a salesman was able to 
increase his business by making suggestions 
of worth to customers and by going out of his 
way in order to help solve knotty problems 
for the firms he solicited. The author draws 
heavily on his own and others’ experience to 
illustrate his points. 

Probably the best chapters in the book are 
“Expense Accounts vs. Swindle Sheets” and 
“The Credit Bugaboo.” In the former, it is 
clearly demonstrated by examples and cold 
logic that honesty in this matter is only good 
business sense. In the latter is found an in- 
telligent discussion of credit ratings and the 
part a salesman plays in their formation, 
which is, as the author points out, little 
enough. Mr. Whitmore neatly explodes the 
salesman’s theory that he knows all about 
each customer’s credit background and that 
his judgment should supersede that of the 
credit manager. 

The weakest chapter in the book is the last 
one, headed “‘Salesmen and Scientists Play 
Ball.” The author has attempted to evaluate 
many of the numerous changes which have 
occurred in the business field in the last few 
years and to point out the profit opportuni- 
ties for salesmen in such changes. He does, 
however, bring out one worthwhile point 
here and that is that buying is no longer, as a 
rule, carried out on a guesswork basis. 
Scientific buying is substituted by the mod- 
ern purchasing agent and thus the salesman 
must have more specific knowledge than ever 
before if he is to compete successfully. 


The book is very readable and yet reflects 
the serious and intelligent viewpoint of a 
competent person in his field. There are 
fewer emotional appeals for success than are 
usually found in such a salesman’s manual, 
but at the same time it offers stimulating 
reading. It can be strongly recommended for 
the salesman “‘on the firing line.” 

W. C. BiLuic 
University of Southern California 


Business UNDER THE New Price Laws, by 
Burton A. Zorn and George J. Feldman. 
New York: Prentice-Hall, 1937. Pp. xvii, 
440. $3.75. 

Although this book was published four 
years ago, it remains one of the very few 
unbiased studies of the so-called fair trade 
laws. The authors are both practicing at- 
torneys who have held federal government 
positions under the New Deal. The subtitle 
of their book contends that they have made 
“a study of the economic and legal problems 
arising out of the Robinson-Patman Act and 
the various fair trade and unfair practices 
laws.”’ It would be more valid to say that 
they have produced a practical and readable 
answer to some of the more important legal 
questions created for the American business 
man by this new and conflicting set of laws. 

The Robinson-Patman Act and various 
resale price control devices are specifically 
analyzed to determine their effect on every 
day business policy. The result is a useful 
handbook, now somewhat out of date, that 
might well save business men from most of 
the more common legal pitfalls in this type 
of legislation. A series of appendices present 
the full text of the Robinson-Patman Act 
and the Clayton Act together with pertinent 
and allied extracts from Congressional re- 
ports and hearings. 

The economic background of the present 
fair trade laws is summarized by the authors 
while tracing the evolution of price legisla- 
tion in the United States since the passage of 
the Sherman Act. The traditional system of 
distribution is outlined and the effects of 
newer merchandising methods on retailers, 
wholesalers and manufacturers are ably if 
briefly presented. It is at this point that the 
authors show a commendable objectivity in 
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the treatment of their materials. While con- 
ceding that the newer competitive devices 
have forced traditional merchants “‘to con- 
tent themselves with a dwindling share of 
the total market and with reduced profit 
margins on even that share,” they do not 
contend that any attempt to restore the old 
balance of economic power would necessarily 
serve either the interests of justice or of 
“fair” trade. ““The imperative need for com- 
prehensive action to alleviate business and 
public distress” is recognized. But at the 
same time it is apparent that “the paramount 
object” of the Robinson-Patman law was not 
to establish fair trade but simply to prevent 
mass distributors from underselling inde- 
pendents on the retail market. 

In other words, the authors’ legal perspec- 
tive keeps them from joining a mercantile 
crusade while at the same time it permits 
them to see the very real economic disloca- 
tions created by the present period of transi- 
tion. Because of this perspective they are 
enabled to escape the emotional overtones in 
which the whole question of fair trade is 
buried and can find in the Robinson-Patman 
Act a far different set of motives than those 
which lie back of the Clayton Act. From a 
less objective point of view they would have 
been unable to assert that the suppression of 
the chain store is “a debatable purpose” 
for the passage of any Act; and that, even 
if passed, an act motivated by such a purpose 
might “in terms of actual operation”’ further 
weaken the position of the independent and 
increase the power of the chain. 

The virtue of such objectivity lies not so 
much in its greater “scientific validity” as in 
the fact that it permits any economic group 
better to understand its present plight and 
more effectively to plan for its own salvation. 
It is to be regretted therefore that Zorn and 
Feldman did not carry their relatively dis- 
passionate analysis of this conflict of eco- 
nomic interests to a point that would have 
justified their subtitle. Thus the effect of the 
Robinson-Patman Act on the interests of the 
consuming public might well have been 
elaborated to determine the probable course 
of ultimate customer reaction. The inde- 
pendent distributors might have been shown 
the threat to their own prerogatives inherent 


in any attempt to build up legal restraints 
on the acts of others. And statement of some 
of the legal and economic obligations implicit 
in the newly won privileges of both mass and 
independent distributors might have made it 
easier for both to understand the nature of 
their conflict and the conditions essential for 
its effective adjustment. 

However, the existence of all of these 
broad but vital economic issues is acknowl- 
edged and then ignored. The authors’ chief 
concern is quite clearly with the practical 
legal problems produced for the average busi- 
ness man by the price laws. Even the prob- 
lems peculiar to specific types of business are 
treated in a brief but reasonably effective 
fashion. Some of the difficulties arising from 
“the minuteness of control and the vagueness 
of implication” of the Robinson-Patman Act 
are deftly treated although the authors were 
hampered in this by the fact that their book 
was published prior to the appearance of any 
substantial body of judicial interpretations 
of the Act. 

Although their prophecy with regard to 
such interpretations has proved remarkably 
valid, their book is out of date in three ways. 
It deals at length with certain issues now 
more or less settled by judicial decision or by 
legislation. Thus although the Tydings- 
Miller Bill is mentioned, its passage came 
after publication of the book. The authors 
therefore spend some time discussing the con- 
flict between the Robinson-Patman Act and 
the federal anti-trust laws. It could not fore- 
see the nature of the business practices that 
would be developed to circumvent the price 
laws and therefore does not include an ade- 
quate discussion of the problems thus gener- 
ated. It of necessity lacks specific information 
on court decisions and on state laws which 
have appeared during the four years since 
the book was published. 

But despite these limitations the book re- 
mains a practical, objective, and readable 
analysis of the price laws themselves. It 
offers the student an interesting, if condensed, 
legal version of one phase of economic history 
and it gives the business man a usable answer 
to a series of perplexing legal questions. 

Cuar.es S. Wyanp 
Pennsylvania State College 
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The December sessions of the American 
Marketing Association were held in the 
Commodore Hotel, New York, on Decem- 
ber 27-30. They were very well attended. 

Details of the 1941 operations of the Asso- 
ciation will be given in the proceedings issue 
of the JourNAL; but some brief notes are 
appropriate here. On January 1, 1940, our 
membership was 773. It rose to 850 by the 
beginning of 1941. Paid-up membership as 
1942 begins is 973. The assets of the Associa- 
tion were $3,802.64 on January 1,1940, and 
$4,263.91 at the start of 1941. At the start 
of 1942, these assets are $5,093.17 with all 
bills paid. The audited statements will be 
printed in the proceedings issue. 

At the business meeting, the reports of 
committees were received. The recommenda- 
tions of the Committee on Professional 
Status were unanimously approved. These 
are: 


1. The Committee on Professional Status recom- 
mends to the American Marketing Association that it 
be continued and that its name be changed to the 
Committee on Professional Standards and Status. 

2. The Committee recommends to the American 
Marketing Association that: 

Whereas: It is the purpose of the American 
Marketing Association to stress the professional char- 
acter of marketing administration and aggressively 
to promote higher and more uniform standards of 
teaching and practice in the field of marketing. 

Therefore: Be It Resolved, That the American 
Marketing Association hereby directs its Committee 
on Professional Standards and Status to proceed 
with the formulation of a set of standards governing 
professional competence and professional ethics in 
the field of marketing. 

3. The Committee recommends to the American 
Marketing Association that: 

Whereas: The implementing of any standards of 
professional competence and professional ethics which 
may be approved by the Association requires ade- 
quate machinery for publicity and enforcement. 

Therefore: Be It Resolved, That, after its report 
on standards shall have been accepted by the Asso- 
ciation, the Committee on Professional Standards and 
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Status be directed to prepare proposals for such 

machinery. 

4. The Committee recommends that the original 
members (Ferdinand C. Wheeler, Chairman, Hugh E. 
Agnew and Paul T. Cherington) be congratulated upon 
their excellent work and that the Secretary should write 
appropriate letters to express the appreciation of the 
Association. 


Spring Meetings at Ann Arbor 


The Spring Meetings for 1942 will be held 
upon the campus of the University of Michi- 
gan (Ann Arbor) on Friday and Saturday, 
June 12 and 13. It should be noted that Ann 
Arbor is on one of the main New York to 
Chicago railroads and that the location 
should be quite convenient. 


1942 Officers 


The Tellers’ Committee of Franklin R. 
Cawl (Chairman) and William F. Buehl of 
the Farm Journal, Irving R. Wilder of Henry 
Disston & Sons, and Richard R. Mead, of 
the University of Pennsylvania, reported the 
following elections of 1942 officers: President 
—Vergil D. Reed, Assistant Director of the 
Bureau of the Census; Vice-Presidents— Ross 
Cunninghan,, Assistant Professor of Market- 
ing at the Massachusetts Institute of Tech- 
nology, and Dudley M. Phelps, Professor of 
Marketing at the University of Michigan; 
Treasurer—Howard Whipple Green, Di- 
rector, Real Property Inventory of Metro- 
politan Cleveland; Secretary—Albert Har- 
ing, Professor of Marketing, Indiana Univer- 
sity; Directors—Ralph S. Alexander, As- 
sistant Professor of Marketing, Columbia 
University, John H. Frederick, Professor of 
Transportation and Industry, University of 
Texas, and James L. Palmer, Vice-President 
and Comptroller, Marshall Field & Company. 

These officers were elected for the year 1942, 
excepting the three directors, who hold office 
for 1942 and 1943. The carry-on directors for 
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1942 are Robert Arkell, Director of Re- 
search, J. L. Hudson Company; Ralph Cas- 
sady, Jr., Assistant Professor of Marketing, 
University of California at Los Angeles; 
Philip Salisbury, Editor of Sales Manage- 
ment; Howard T. Hovde, Assistant Profes- 
sor of Marketing, University of Pennsyl- 
vania (ex officio as 1941 President); and 
Ewald T. Grether, Dean, College of Com- 
merce, University of California (ex officio as 
Editor-in-Chief of JoURNAL OF MARKETING). 


CHAPTERS IN ACTION 
F. R. Courant, Chairman 
Chapter Organization Committee 


Many of our Chapters have swung into 
brilliant action after their summer rest and 
are planning meetings now that will carry 
them far into the spring. In a number of 
cities, there has been a depletion of leader- 
ship caused by men entering government 
service; but it is expected that new leader- 
ship will develop from among the remaining 
members and further progress started shortly. 


San Francisco Chapter 


Chairman: Milton E. Brooding, Cali- 

fornia Packing Corp. 

Secretary-Treasurer: J. L. Taylor, Lord 

and Thomas. 

Chapter Organization 

Milton E. Brooding. 

Meeting: Alexander Hamilton Hotel, sec- 

ond Tuesday in the month, 6:15 P.M. 

The October meeting was addressed by 
Prof. David E. Faville, of Stanford Univer- 
sity, and R. W. Adams of Don Lee, Inc., 
San Francisco. Subject: “The Effect of De- 
fense on Marketing.” 

At the December meeting, which was well 
attended despite a blackout, Colonel Ed- 
ward N. Wentworth, director of the Live- 
stock Bureau of Armour & Co., Chicago, 
spoke on “The Job of Meat Packing.” 


Los Angeles Chapter 


Chairman: George W. Robbins, 405 Hil- 
gard Ave. 

Secretary: J. Edward Dick, Federal Build- 
ing. 


Committeeman: 


Chapter Organization Committeeman: 


George W. Robbins. 

Up to the time of going to press, this 
Chapter had not reported on its fall meetings 
but word has come to this department that 
spring meetings are being planned in detail. 


New York Chapter 


The recent election resulted in the follow- 
ing officers for 1942: 

Chairman: Philip Salisbury, of Sa/es Man- 

agement. 

Secretary: John E. Graham, 19 East 47th 
St. 

Chapter Organization Committeeman: 
Rene Pepin, Vick’s Chemical Corp. 

Meeting: Fourth Thursday of every month, 

Hotel Commodore, 12:30 P.M. 
Recent speakers before the New York 
Chapter include: 

Edward L. Bernays, “The Marketing of 
National Policy: A Study of War Propa- 
ganda.” 

Arthur Ramsdell, ““Why Should We Ad- 
vertise If We Can’t Deliver?” 

Frank R. Coutant, “Metropolitan Dis- 
tricts: What They Are and How To Use 
Them.” 


Chicago Chapter 


Chairman: J. M. Willem, Stack-Goble 
Adv. Agency. 

Secretary: J. J. Martin, Henri, Hurst and 
McDonald. 

Chapter Organization Committeeman: 
S. Teitelman, Armour and Co. 

Meetings: Second or third Tuesday of each 
month, Stevens’ Building Restaurant, 
16 N. Wabash, 6:30 p.m. 

Recent Speakers and Subjects: 

September 16: E. H. Scott, President, 
Scott Radio Laboratories, ““How to Sell 
a Luxury Product by Mail.” 

November 14: J. A. Martz, Director of 
Owner Relations Division, Studebaker 
Corp., South Bend, “Finding Out What 
Studebaker Owners Think of Their Cars 
and How We Apply This Information.” 

November 18: W. S. Herrington, Director 
of Research, Leo Burnet Advertising 


1 Published in this issue. 
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Agency, Chicago, “A Critical Analysis 
of ‘Roper Counts Customers’.” 

December 16: Donald R. G. Cowan, Man- 
ager of Research, Republic Steel Com- 
pany, Cleveland, ‘Marketing in the 
Post War Economy.” 

January 13: Don Patterson, Advertising 
Director, Scripps Howard Newspapers, 
“World Telegram Continuing Study in 
New York City Area on Grocery Store 
Sales.” 


New England Chapter 


President: Ross M. Cunningham, M. I. T. 
Vice President: Robert T. Browne, Pills- 
bury Flour Co. 
Treasurer: Harold P. Smith, Dept. of 
Commerce. 
Secretary: G. B. Tallman, M.I.T. 
Meetings: Monthly dinner meetings. 
Speakers at the last two meetings were: 
Prof. Stanley Teele, who has been loaned 
by the Harvard Business School to act as 
consultant to the Director of Purchasing 


of O.P.M., and Albert Hayes, purchasing 
agent of the American Hide and Leather Co. 
and current President of the National Ass’n 
of Purchasing Agents. 


Washington Chapter 


Chairman: Kenneth A. Grubb, Bureau of 
Labor Statistics. 
Meetings: Every Thursday at 12:30 
Schneider’s Cafe, 427-11th St. N.W. 
Recent Speakers: 
November 6: C. S. Duncan, Economist, 


Association of American Railroads. 
“Railroads in the Emergency.” 

November 13: Kenneth A. Grubb, In- 
dustrial Economist, United States Bu- 
reau of Labor Statistics, ““Recent De- 
velopments in Testing Advertising.” 

November 27: Victor W. Bennett, College 
of Commerce, University of Maryland, 
“Problems of a Consumer Cooperative.” 

December 4: E. J. Engquist, Chief, Cur- 
rent Statistical Service, Division of 
Business, Bureau of the Census, ““The 
Current Business Statistical Service of 
the Bureau of the Census.” 

December 11: Wroe Alderson, Division of 
Commercial Research, Curtis Publish- 
ing Co., “Team Work in the Sale of 
Grocery Products.” 

December 18: Roy J. Bullock, Director, 
School of Business Economics, Johns 
Hopkins University, “Changes in the 
Marketing Structure for Coffee.” 


Southern Ohio Chapter 


President: Phil Johnston, Philip Carey Co., 
Lockland, Ohio. 

Vice-President: Charles H. Sandage, Mi- 
ami University. 

Secretary-Treasurer: Russell 
University of Cincinnati. 

Meetings: Monthly dinner meetings, Hotel 
Gibson, Cincinnati. 

Speakers at recent meetings have included 
Vergil Reed, Assistant Director of the 
Bureau of the Census; Fred Hecht, of 
Sears, Roebuck Co., and George Haig, 
of Haig and Francisco. 


Chrysler, 








